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CAN SMALL BUSINESSES COMPETE WITH 
CAMPUS BOOKSTORES? 



THURSDAY, SEPTEMBER 24, 1998 

United States Senate, 
Committee on Small Business, 

Washington, D.C. 

The Committee met, pursuant to notice, at 10:09 a.m., in room 
428-A, Russell Senate Office Building, the Honorable Lauch Fair- 
cloth presiding. 

Present: Senators Faircloth and Snowe. 

STATEMENT OF THE HONORABLE LAUCH FAIRCLOTH, 

A UNITED STATES SENATOR FROM NORTH CAROLINA 

Senator Faircloth. The hearing will come to order. (Jood morn- 
ing. I am sorry we are a little late, but we were voting earlier and 
we might have to take a short recess in order to vote again. 

I have an opening statement which I will read and then we will 
start with our first witness. I would like to welcome the witnesses 
here this morning, especially William Gray from Charlotte. Thank 
you for being with us. Bill. 

This fall, millions of students are returning to college campuses 
and everybody knows that the cost of attending college, univer- 
sities, has gone up practically every year in the last dozen or more 
years. So an 3 rthing we can do to reduce the cost has to be tried, and 
that is what this hearing is about. 

I called this hearing a^r learning that these increased costs 
may be the result of some practices that are going on on school 
campuses, practices that may be urged directly or indirectly by the 
colleges themselves and the Department of Education. Specifically, 
I am speaking about obstacles that do not allow students to shop 
competitively for textbooks. A very real problem is that student fi- 
nancial aid is being channeled almost exclusively to college busi- 
nesses and college bookstores, on-campus bookstores. Private busi- 
nesses simply are not able to compete for the money because of the 
control of the flow of the money by the colleges themselves. 

One example of this is the so-called campus card, which carmot 
be used for off-campus businesses. Another example is that some 
colleges refuse or obstruct access by off-campus bookstores to even 
the titles or textbooks going to be required by the teaching staff 
themselves. 

College textbooks can nm into hundreds of dollars. Clearly, we 
need a more competitive situation in this area. I suspect that off- 
campus bookstores can sell these books for a lot less and thereby 
save a lot of money for the students. Whether they can or not, they 
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should be given the opportunity. And while we are saving dollars 
at the schools, we will also be saving money from the Federal Croy- 
6mm6nt here. If W6 could s 81 vg 1 pcrcGiit of the 3 .mount txi3.t is 
spent on financial aid, it would produce a $500 million savings. 

For these reasons, I have introduced S. 2490. It would bar fed- 
eral aid from being used at colleges that directs or indirectly ^s* 
criminate against off-campus businesses. I would hope that the De- 
partment of Education should want student choice. In fact, it would 
seem they would take steps to encourage it. But I was disappointed 
that the Department would not send a witness for this hearing. 
They were notified a week ago now and they chose to not send any- 
one here. I wanted to hear from the agency and hear what they 
had to say. I do understand they submitted a comment for the 
record, but I would like very much to have had them here and this 
is something we will pursue. . i.v- 

I thank you and I would like to go to our first witness this morn- 
ing and hear from him. As I say, we probably are going to have 
to be interrupted for a brief recess to allow me to go vote. Our first 
witness would be Mr. Gillette, Graham Gillette. 

STATEMENT OF GRAHAM GH.LETTE, PRESmENT, PINNACLE 

COMMUNICATIONS, LLC, DES MOINES, IOWA, ON BEHALF OF 

CAMPUS BOOKSTORES, INC , AMES, IOWA 

Mr. Gillette. Thank you. Senator. Thank you. Your opening 
statement hits the nail on the head. This is about power. This is 
about the control of information, and even more importantly to stu- 
dents, the control of dollars. 

Thank you for providing me the opportunity to be here today. My 
name is Graham Gillette and I represent Campus Book Store of 
Ames, Iowa. Since 1973, Floyd and Sandra Ballein have been oper- 
ating this store across the street from the beautiful Iowa State Uni- 
versity campus. In sentimental terms to many students and alum- 
ni, Campus Book Store is as much a part of the University experi- 
ence as the Union and the student newspaper, the Iowa State 
Daily. But I am not here to talk about saving a piece of ISU his- 
tory. I am here to talk about the cost of educational supplies and 
the important role Campus Book Store and many private stores 
across the country play in making higher education affordable. 

The answer to the question that you have asked by calling to- 
days hearing, “Can Small Businesses Compete With Campus Book- 
stores?”, is important to every student and parent of a student en- 
rolled in higher education in this country today. For this question 
is not simp^ about businesspeople like the Balleins, this question 
is about the cost of higher education itself. 

Marketplace competition is to the consumer of educational goods 
and services every bit as important as it is to the consumer in 
every other sector of our economy. If a college or university is suc- 
cessful in becoming the monopolistic provider of these goods and 
services, in many cases, a small business will be dealt a deadly 
blow, but the students will pay the price. 

My clients, like the others you will he^ from today, have been 
told by university officials that their institution has no interest in 
driving small business from the market. According to ISU adminis- 
trators, the university-run bookstore is only providing goods and 
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services to further the educational mission of the institution and 
that no policy or program they implement is based on increasing 
university revenue or aimed at hurting niy clients’ business. 

I want to believe these officials, but when the university mails 
University Book Store advertisements for books and supplies to the 
home addresses of every incoming freshman and refuses my client 
access to the same mailing list, the university gains a real market- 
place advantage. When a university collects and produces course 
materials from professors that, like textbooks, students are re- 
quired to purchase and then the university only provides these ma- 
terials to the university-run -«tore, the university-run store again 
gains an unfair marketplace advantage. When the university im- 
plements a program that allows students to use a student ID card 
like a credit or debit card exclusively at university-run enterprises, 
the university constructs a barrier to competition that ijs nearly in- 
surmountable. 

Each year, Iowa State University sends mailings welcoming their 
incoming freshm^ class to campus. These mailings include infor- 
mation about registration, housing, tuition, and many things that 
a new student needs to know; before she arrives in the fall. Invari- 
ably, one of these mailings invites students to shop at the univer- 
sity-run store. 

In recent years, students have been able to order books and sup- 
plies during the summer, long before they step foot on campus, 
piis type of solicitation by the university begins to build customer 
loyalty to the university-run store before the students ever realize 
there is an alternative. Off-campus retailers are denied access to 
the freshman mailing list because the list has been deemed con- 
fidential. 

I agree that the debate over confidentiality is probably appro- 
priately debated in another forum and not at this Committee. I do 
not want to waste your vMuable time getting off point. The ques- 
tion I wish to raise is this. Should a university enterprise be al- 
lowed access to privileged umversity information that is denied to 
a private business competitor? 

Iowa State University, as do many colleges and universities, com- 
piles articles, course outlines, and other course-related materials 
reqmred by its professors. A student taking a class that requires 
such course materials usually purchases them at the time she pur- 
chases the course textbook and other related supplies. From time 
to time^over the years, Iowa State University’s bookstore managers 
Imve withheld these materials from my client. This has meant that 
the university-run store is the only place a student can purchase 
the materials. 

Like the ability to reach the customer first through the use of 
protected lists, this translates into an unfair marketplace advan- 
tage. Like most consumers, students prefer to shop at one store, re- 
garmess of cost, if it saves time. If the Balleins are prevented from 
stocking their shelves with all of the supplies students need, their 
store will lose business. 

In 1994, Iowa State University began to implement a program 
that would allow students to purchase books and supplies at the 
umversity-run store by simply swiping their student ID through an 
electronic card reader at the checkout Counter. Students would 
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then be billed for these goods and would be allowed to pay for them 
over time without interest. This easy payment program would 
clearly give students an incentive to shop at the participating store. 
The university was not willing to allow a private retailer to partici- 
pate in the program. After months of negotiation with the Balleins, 
the university scrapped the program. 

This spring, -the university began to advertise the implementa- 
tion of a program they referred to as prepayment. The program 
would allow students to independently detemune how much they 
plan to spend at the \miversity-run store during the year and be 
allowed to pay for these goods throughout the entire year. Again, 
priyate retailers would not be allowed to offer the plan. 

In both cases, my client could not independently replicate the 
program. A private retailer does not have access to the student 
records that the university-run retailer does. Even if the private re- 
tailer did, the private retailer would have to bill the students sepa- 
rately. The university-run store is able to include its charges in the 
same bill with tuition and other university billing. 

These three examples demonstrate how easy it is for a university 
to implement a program or policy that could devastate a small 
business. The Balleins have suffered tremendous financial losses 
due to ISU’s action and have been forced to spend a great deal of 
time and resources seeking an equal footing in the marketplace. 

But the issue before you is greater than one small business. The 
issue is fair competition, and, ultimately, protecting the consumer. 
That is why we appreciate your consideration of a bill to protect 
students by protecting fair market competition for educationsil sup- 
plies. We ask that the bill before you today be strengthened to pre- 
vent university and college businesses from implementing unfair 
trade practices. A imiversity or college business should be subject 
to the same environmental restraints, induing antitrust laws, 
that any other business is subjected, and a university-run busmess 
should not be provided special treatment or protection by the insti- 
tution. 

Thank you for your time. 

Senator Faircloth. Thank you, Mr. Gillette. 

We have been joined by the erudite and distinguished Senator 
from Maine, Senator Snowe. Would you like to make an opening 
statement? 

Senator Snowe. Thank you. I do have one. I will just ask imani- 
mous consent that it be included in the record. 

Senator Faircloth. Certainly, without objection. 

Senator Snowe. I commend you for your leadership on this issue 
and for highlighting the problems that have developed. I appreciate 
it. 

Senator Faircloth. Thank you. You just want to put your state- 
ment in the record? 

Senator Snowe. Yes. 

Senator Faircloth. Thank you. Senator Snowe. 

[The prepared statement of Senator Snowe follows:] 
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PREPARED STATEMENT OF SENATOR OLYMPIA J. SNOWE 
Senate Committee on Small Business 

Hearing entitled “Can Small Business Compete With Campus Bookstores?” 
. September 24, 1998 



I would like to thank Senator Faircloth for calling this hearing. 

I understand that the issues we will focus on today stem from the way in 
which student financial aid is disseminated to students, and result 
in the inability of privately-owned bookstores to compete with campus bookstores. 

Often, when there is surplus financial aid in a student’s account after he or 
she has paid tuition, the student may receive the remainder of the aid award on a 
debit card or in some other type of account that can be used at campus facilities 
such as campus bookstores. The problem apparently is that many schools make it 
difficult for students to use the aid surplus off campus by limiting the use of these 
cards or accounts to campus stores. I also understand that some schools are 
reluctant to share coiu'se text lists with off-campus businesses. * As a result, it is 
often difficult or impossible for privately owned. bookstores to compete with 
campus bookstores. 

I look forward to exploring whether small businesses are able to compete 
with off-campus bookstores. I also hope to gain an understanding of why schools 
have implemented these practices. 

This is obviously a very important issue, and I have no doubt that there are 
strong feelings on both sides. I appreciate the opportunity to learn more about this 
issue, and I will have questions for the witnesses aimed at determining how 
widespread this problem is, and measuring the impact of these practices on 
students. I also look forward to learning more about Senator Faircloth’s 
legislation designed to address this problem. 

Again, I thank the Chairman for this opportunity to review the competitive 
playing field between on-campus and off-campus bookstores. 

Thank you. 




'•(r 




6 

Senator Faircloth. Next, we will hear from Bill Gray from 
Charlotte. 

STATEMENT OF WILLIAM D. GRAY, PRESIDENT, GRAY’S COL- 
LEGE BOOKSTORE, AND NATIONAL CHAIRMAN, CAMPUS 

AREA SMALL BUSINESS ALLIANCE, CHARLOTTE, NORTH 

CAROLINA 

Mr. Gray. Good morning, Chairman Faircloth and Senator 
Snowe. My name is Bill Gray and it is an honor to appear before 
you today. I take great pleasure on behalf of the Campus Area 
Small Business Alliance, CASBA, in supporting a reform of the 
U.S. Department of Education student aid practices, more fairness 
and flexibility in college student pricing practices, and more com- 
petition between off-campus and on-campus business enterprises, 
and most directly, in expressing the very strong support of CASBA 
and its member organizations for S. 2490, the College Costs Sav- 
ings Act of 1998. 

Together with my brother and sister-in-law, we own and operate 
three off-campus bookstores serving the University of North Caro- 
lina at Charlotte, the University oi Louisville, ^d Jefferson Com- 
munity College in Louisville. We have been in business for 12 
years, have more than 125 employees, 90 percent of whom are stu- 
dents. Annual sales exceed $6 million. 

Not unlike most other CASBA members, we support the univer- 
sities with more than $10,000 annually in scholarships and grants 
to students, including book scholarships to high school seniors. We 
also sponsor eumual awards, such as the Gray’s Faculty Member of 
the Year Award at the University of North Carolina at Charlotte. 
We are active members of local Better Business Bureaus. In addi- 
tion, we are also active in the National Federation of Independent 
Business, which also strongly supports S. 2490. 

I also have the privilege of serving as the National Chairman of 
CASBA, which is a national coalition of more than 350 off-campus 
bookstores. 

While S. 2490 covers all campus area small businesses and all 
on-campus business-like enterprises, as it should, mv testimony 
today focuses on the monopolization of the college bookstore trade 
by colleges with the aid of the U.S. Department of Education with 
its regulations. As with all small businesses, my problems eventu- 
ally become the customers’ problems. 

In the face of sk 5 n*ocketing college costs, a 1998 report from the 
American Council on Education stated that 80 percent of Ameri- 
cans think that colleges and universities make a profit. The public 
should think that way, in light of today’s testimony, showing in- 
creasing nationwide government sanctioned effort by most colleges, 
including efforts by most community colleges to monopolize the col- 
lege bookstore trade and increase college revenues at everyone 
else’s expense, especially at the expense of students. 

When it comes to non-tuition educational expenses, many edu- 
cational policy leaders are more than indifferent. Suppression of 
competition and the inflation of textbook and non-tuition expense 
demonstrate that they are actually hostile to students, payers, and 
taxpayers’ interests. Off-campus college bookstores are consistently 
less expensive than university-based enterprises. Our stores t 3 rpi- 
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cally carry three to five times as many used books as on-campus 
stores. The student costs of used textbooks average 25 to 31 per- 
cent less than when the same book is sold new. Industry data supi- 
ports this. Off-campus stores are characteristically more aggressive 
and successful than the institutional stores in obtaining used 
books. As we all know, competition produces lower costs. 

Now we shall consider the dual monopolization of student finan- 
ci^ aid in the college bookstore trade. Many student customers and 
their parents caimot believe that Congress intends any college with 
the blessing of the Department of Education should be able to ma- 
nipulate their fiduciary responsibility of Federal financial aid fimds 
into an dnstitution-serving disbursement program. The DOE dis- 
bursemeiit regime sets up the structure for these institutions to 
routinely convert student financial aid to their own economic bene- 
fit in a way that is neither publicized to parents nor beneficial to 
students. 

While the DOE pleads that students voluntarily agree to this ar- 
' rangement, the imwitting student is more truthfully described as 
being deceived into believing that the allure of the convenience of- 
ferea by the institution is unquestionably beneficial to the student. 
The fact is, students are deceived and uninformed as to the full 
consequences to their wallets and their freedom of choice. For the 
DOE to speak of free choice or students voluntarily participating 
in this scheme is an indefensible and reprehensible sleight of hand 
imworthy of higher education. 

I believej as millions of Americans want to believe, that student 
financial aid is still intended by Congress to aid students, not on- 
campus enterprises. I know and students know that the Depart- 
ment of Education does not always quite figure it that way. The 
last straw for C.^BA came in February of this year when CASBA 
counsel John-Paul de Bernardo met with senior DOE policymakers 
here in Washington. When queried on this very financial aid ques- 
tion, the official responded quite matter-of-factly, “You do not seem 
to understand. The Department serves institutions, not students.” 
Senators, I cannot say it any better than that. 

S. 2490 only directs the Department of Education to fully carry 
out its fiscal responsibility to its student beneficiaries. Favoring on- 
campus over off-campus businesses will end under S. 2490. A stu- 
dent will become truly free to save as much of his or her financial 
aid money through competitive shopping as the fully competitive 
area marketplace can provide. In other words, S. 2490 says artifi- 
cial limitations, like on-campus-only spending mandates, in the 
students’ marketplace will no longer be acceptable practice within 
a university s discretion as consistent with its role as a fiduciary 
for students and student funds of all kinds, including financial aid. 

Monopolies by their nature cause quality and service to decline. 
Unfortunately, every day, students witness segments of the higher 
education world who sometimes practice the opposite of what they 
teach. How can this be? How can these seats of higher learning be- 
come monopolistic seats of higher earning? The simple answer is 
money, huge amounts of taxpayers’ money, students’ money, and 
parents’ moneys are at stake, and, thus, there are those within the 
business arms of some of our colleges and universities who manipu- 
late or attempt to manipulate our university system to their advan- 
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tage with the help of the Department of Education and against the 
interest of all of the other parties involved. 

^1 small business retailers in the campus area marketplace are 
being hurt by this situation, from food providers and laundromats 
to hardware stores and electronics stores. Like countless other 
campus-area businesses, many of our members have grown with 
the campus community they have served since the 1940’s and 
1950’s. 

This year, individual CASBA members across the country de- 
cided that Federal legislation was the only answer before they were 
shut out of the campus-area marketplace altogether— -and forever. 
Efforts for redress have had some success, but the basic problems 
remain. Redress from the Department of Education and the univer- 
sities themselves have been, to a lEirge degree, consistently fruit- 
less, and, sadly, in too many cases, humiliating. A national meeting 
among off-campus bookstore owners was held and CASBA was 
formed to seek your help. 

The alliance has grown steadily in membership and in its re- 
solve. Research has Been conducted and volimteers are now active 
nationwide. We have a website. We regularly conduct national con- 
ference calls. We have also developed a fax and e-mail network. We 
work closely with our strongest allies, students and parents. 

Our support for S. 2490 is based simply on any American’s com- 
mon sense. 

Senator Faircloth. Mr. Gray, if I may ask you, how much longer 
do you have? 

Mr. Gray. Senator Faircloth, I have, I believe, three more para- 
graphs. 

Senator Faircloth. OK Thank you. 

Mr. Gray. Our support for S. 2490 is based simply on any Ameri- 
can’s common sense. CASBA neither endorses nor seeks any favor- 
able or special treatment or benefit. A level pla 3 dng field to com- 
pete is a reasonable, fair, and uniquely American small business 
necessity. CASBA employs thousands of college students and mem- 
bers pay millions in local. State, and Federal taxes of all kinds, 
and, in fact, we subsidize the Department of Education financial 
aid progr^s. Ironically, it hurts students and ourselves. Even 
more ironically, we subsidize tax-exempt institutional competitors 
who also enjoy other substantial market advantage, such as loca- 
tion, location, location. 

Let me emphasize that CASBA does not resent or object to these 
two powerful, albeit disadvantageous, built-in institutional advan- 
tages. But let me also emphsisize, campus-sirea small businesses 
should not continue to be penalized for objecting to the imposition 
of an artifically higher cost, monopolistic culture in the campus- 
area marketplace. 

Senator Faircloth. Thank you, Mr. Gray. 

[The prepared statement and attachments of Mr. Gray follow:] 
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I. Introduction 



Good morning. Chairman Bond, Ranking Minority Member Harkin, and members of 
the Committee on Small Business. My name is Bill Gray, and it is an honor to appear before you 
today. I take great pleasure, on behalf of the Campus Area Small Business Alliance (“CASBA”), 
in supporting a reform of the U. S. Department of Education’s (“DoE”) student aid practices, 
more fairness and flexibility in college student purchasing. practices, and more competition 
between on-cattipus and ofT-campus business enterprises, and most directly, in expressing the 
very strong support of CASBA and its member organizations for S. 2490, ‘The College Costs 
Savings Act of 1998.” 

Together with my brother and his wife, we own and operate three ofT-campus college 
bookstores serving student communities at the University ofNorth Carolina at Charlottei the 
University of Louisville, and at Jefferson County Community College. We have been in 
business for 12 years and employ more than 125 employees, 90 percent of whom are students. 
Annual sales exceed $6 million. 

Not unlike most other CASBA members, we support these universities with more 
than $10,000 annually in scholarships and grants to students - including book scholarships to 
high school seniors. We, also sponsor annual awards such as the Gray’s Faculty Member of the 
Year award at UNC Charlotte. We are active members of local Better Business Bureaus. In 
addition, we are also active in the National Federation of Independent Businesses, which also 
strongly supports S. 2490 

I also have the privilege of serving as the National Chairman of CASBA, which is a 
national coalition of more than 350 off-campus college bookstores. 



CASB A supports the effort to control non-tuition educational costs for students, 
parents, and taxpayers - all of whom would benefit if and when this necessary and appropriate 
legislation is enacted. 

This legislation, also is critic«diy important to altering a policy and system that 
permits, and tacitly encourages, a pervasive national abuse of financial aid. We endorse the 
bill’s thrust to ensure a “level playing field” for competition among on-campus business-like 
enterprises, and off-campus businesses in the campus-area marketplace. S. 2490 treats 
monopolistic practices as inherently incompatible with the DoE’s current fiduciary obligations, 
n. Summary 

While S. 2490 covers all campus area small business and all on-campus business-like 
enterprises - as it should - my testimony today focuses on the monopolization of the college 
bookstore trade by colleges with the aid of the U. S. Department of Education (“DoE”) policy 
and regulations. As with all small businesses, my problems eventually become my customer’s 
problems. 

In the face of skyrocketing college costs, a 1998 report from the American Council on 
Education (“ACE”) stated that “80 percent of Americans think that collies and universities 
make a profit.”’ 

The public should think that way - especially in light of the testimony today showing 
the increasing nation-wide, government-sanctioned efforts by most colleges - including efforts 
by most community colleges - to monopolize the college bookstore trade and increase college 
revenues at everyone else’s expense - including students. When it comes to non-tuition 
educational expenses, many education policy leaders are more than indifferent - suppression of 








iO 

competition and inflation of textbook and other non-tuition expenses demonstrate that they are 

t 

actually hostile to students’, parents’, and taxpayers’ interests. 

OfT-campus college bookstores are consistently less expensive than university- 
based enterprises. Our stores typically carry three-to-five times as many used books as on- 
campus stores. The student cost of a used textbook average thirty-one percent less than the when 
the same book is sold new. Industry data supports this. Off-campus stores are characteristically 
more aggressive and successful than institutional stores in obtaining used books in the 
marketplace. Thus, students ha,ve more opportunities to save money. Because the laws of 
business survival demand it, and because Off-campus stores do not have the fevored on-campus 
location and the tax-exempt status of institutional stores, off-campus stores must scour the 
market to bring the lowest priced product to market they can. That is our advantage - if 
competition is allowed in the rnarketplace. 

Higher education policy-makers just see tha market differently - they tend to see the 
market as their private reserve. Non-institutional competition is threatening to their profit- 
making machinery. The bottom line is that at least some colleges’ and universities’ campus 
leadership supports and perpetuates the policy of monopolization that is not - and cannot - be 
construed or interpreted to be in the interests of their students. If the DoE or this leadership 
listened to students, they would recognize this. 

Most off-campus stores believe that elements within higher education deliberately 
want to put off-campus stores out of business. In a number of cases, they have succeeded. Be 
that as it may, there is ample - and credible - evidence to reasonably justify such an attitude. 



' American Council on Education CACX") 1998 report with the curious title: “Too Little Knowledge is a 
Dangerous Thing, What the Public Thinks and Knows About Paying for College,” page 12, hereinafter 
referred to as the “A(S Report” 
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After all, we employ many former on-campus bookstore employees who have seen this attitude 
in action first hand. 

Whenever colleges - or more commonly, their mid-level management - refuse to 
reveal the titles of required textbooks to off-campus stores, their motive is clear. Off-campus 
stores routinely hear a wide range of excuses as many collages and universities refuse, delay, or 
impede the disclosure of textbook titles required by professors and the timing of when these 
courses will be offered. Plainly, without knowing the titles of required textbooks and related 
information, off-campus stores are at a huge competitive and practical disadvantage and their 
economic survival can be put in jeopardy. 

Now we shall consider the dual monopolization of student financial aid and of the 
college bookstore trade. Many student customers, and their parents, cannot believe that 
Congress intends that any college - with the blessing of DoE - should be able to manipulate their 
fiduciary responsibility for federal financial aid furids into an institution-serving disbursement 
program.. The DoE disbursement regime sets up the structure for institutions to routinely convert 
student financial aid to their own economic benefit - in a way that is neither publicized to 
parents nor beneficial to students. While the DoE pleads that students voluntarily agree to this 
arrangement, the untvitting student is more truthfully described as being deceived into believing 
that the allure of the convenience offered by the institution is unquestionably beneficial to the 
student. The fact is, students are deceived and uninformed as to the full consequences to their 
wallets and their freedom of choice. For the DoE to speak of free choice or students 
“voluntarily” participating in this scheme, it is an indefensible and reprehensible sleight of hand 
unworthy of higher education. 





I believe - as millions of Americans want to believe - that student financial aid is still 
intended by Congress to aid students - not college enterprises. I know - and students know - that 
the Department of Education does not always quite figure it that way. 

The last straw for CASBA came in February of this year when GASBA’s Counsel, 
John-Pau! de Bernardo, met with a senior DoE policy-maker here in Washington. When queried 
on this very financial aid question, this official responded quite matter-of-factly - and I quote - 
“You don’t seem to understand; the Department serves institutions, not students.” 

Senators - 1 cannot say it any better than that. 

Through the door of DoE-structured “student accounts”, that is, university-controlled 
student credit accounts, and aided by the “hands-ofF’ policy of the Department, increasing 
numbers of universities endeavor to mandate on-campus only spending. These accounts are 
primarily implemented and administered using university credit vouchers, or the newest and 
most technologically efficient form of monopolization - “campus cards.” 

Vouchers permit students to spend prospective financial aid money the university has 
not received or administered, and voucher use is almost universally restricted to on-campus use 
only. See Appendix I. Student financial aid dollars - not to mention students’ and parents’ own 
funds - can be credited or debited on the card, but only for on-campus use . One sure way to 
capture a market is to capture the source of your customers’ income. In higher education, that 
means capturing student financial aid intended for student beneficiaries and directing it 
exclusively to the coffers of the universities’ businesses. Is this a Department of Education, or a 
Department of Monopolization? 

In short, competition is generally being deliberately crippled in the campus area 
marketplace. I urge you to read some of the startling evidence presented in Appendix I to my 
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testimony. While there are exceptions, student financial aid funds are channeled exclusively to 
its on-campus enterprises; the disclosure of simple textbook information is being obstructed or 
refused; and the use of campus cards is being prohibited off-campus. This behavior is costly to 
us all. This is not a model for acting like a fiduciary. Ivy^covered tov/ers are becoming ivy- 
covered walls - or should I say - covered in green. 

S. 2490 lets the market do its work. This legislation assures students that they can 
always choose the lowest cost alternative in spending their financial aid dollars. No D6E- 
peritiitted restriction on that choice can be justified as fulfilling DoE’s current fiduciary 
responsibility to students. Similarly, colleges cannot fulfill their current administrative, fiduciary 
responsibility if they orchestrate any such restriction in the financial aid-disbursement process. 

It does no good for Congress to increase financial aid appropriations and guarantees, 
only to have the DbE ignore its current fiduciary obligation to students. Under owy definition of 
fiduci^, the DoE surely has a duty to ensure that the benefits of those funds are not decreased 
or abused by any campus-designed disbursement ruse which forces students to spend financial 
aid money in an artificially distorted, marketplace. 

S. 2490 only directs the Department of Education to fiilly carry out its fiscal 
responsibility to its student beneficiaries. Favoring on-campus over off-campus businesses will 
end under S. 2490. A student will become truly free to save as much of his or her financial aid 
money through competitive shopping as a fully competitive campus-area marketplace can 
provide. In other words, S. 2490 says artificial limitations - like on-campus only spending 
mandates - in the student marketplace will no longer be an acceptable practice within a 
university’s discretion as a fiduciary for students and students’ funds of all kinds, including 
financial aid. 
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Competition prevents the imposition of sole sourcing on students. Artificial barriers 
to market entry will be eliminated. Artificially higher costs will no longer be possible because 
. the game will no longer be artificially rigged. S. 2490 restores student choice and permits needy 
students to stretch precious student financial aid dollars without impeding opportunities for 
students, parents and taxpayers to save money in the campus-area marketplace: Most 
irnportantly, it assures that market pressure will be brought to bear to lower student costs. 

In essence, S. 2490 declares that current DoE fiduciary obligations preclude the use 
of monopolistic practices. In an age of “public anxiety”^ about college affordability - and that 
anxiety is rising - S. 2490 is a public necessity. 

HL Background 

Monopolies by their nature cause quality and service to decline, while prices 
artificially rise. Professors at every business school in Amenca teach the negative economic 
consequences of mpnopolization. We all recognize that consumers are universally hurt by 
monopolization. 

Unfortunately, every day students witness segments of the higher education world 
who sometimes practice the opposite of what they teach. How can this be? How can these seats 
of Higher Learning become monopolistic seats of Higher Earning? The simple answer is money. 
Huge amounts of taxpayers* money, students’ money, and parents’ money are at stake - and thus 
there are those within the business arms of some of our colleges and universities who 
manipulate, or attempt to manipulate, our university system to their advantage with the help of 
the Department of Education and against the interests of all the other parties involved. I have 

^ The National Commission on the Co^ of Higher Education 1998 Report entitled ^Straight Talk About 
College Costs and Prices,*' page 1. (Hereinafter referred to as *The National Commission Report**.) 
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spoken to many people about these problems, and there is a feeling by many that the college 
practices and the DoE’s policies we have described are costly, unfair, and unjust. 

All small business retailers in the campus area marketplace are being hurt by this 
situation - from food providers and laundromats to hardware stores and electronics stores. 

Like countless other campus-area businesses, many of our members have grown with the 
campus community they serve since the 1940s and 1950s. Some predate this century. 

This year, individual CASE A members across the country decided that federal 
legislation was the only answer before they were shut out of the campus-area marketplace 
altogether. Efforts for redress have had some success^, but the basic problems remain. 

Redress from the Department of Education and the universities themselves have been to a 
large degree, consistently fruitless - and, sadly, in too many cases, humiliating. 

A national meeting among off-campus bookstore owners was held, and CASE A was 
formed to seek your help. The Alliance has grown steadily in membership - and in its 
resolve. ' Research has been conducted, and volunteers are now active nation-wide. We have 

a website. We regularly conduct national conference calls. We also have developed a fax 

and e-mail network. We work closely wdth our strongest allies - students and parents. 

In addition, CASEA and its member organizations have initiated numerous student 
petition drives. Students have signed many petitions seeking redress from universities - the 
same reasons that bring us here today. For example, a sample petition signed by over 4,000 
students from Southwest Missouri State University appears in the Appendix to my testimony 



^ Illinois and Alabama passed modest legislation to address stop camp^ ‘fnnn«,c ii 

rampng use Only. Michigan this year has an Appropnations bill which, m secuon ^26, reads as follows. It 

is leeislative intent that private bookstores that seU textbooks to universi^studente and student 

govMm^ts that provide a book swap for university students have accurate aM tmely acc^ to li^ of 
^versity required textbooks in order to provide prompt and effiaent servi« for student^t is 
legislative intmt that each state university allow students who are on financial aid or are receiving tuiUon 
grantc to decide where to purchase their textbooks.” 
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A similar petition from Pennsylvania also is in the Appendix. Senators, you will be pleased 
to learn that students are become well schooled in the non-Parker Brothers-version of the 
higher education game of monopoly. 

IV. CASBA Support for S. 2490 

Our support for S. 2490 is based simply on American citizen common sense. CASBA 
neither endorses nor seeks any favorable or “special” treatment or benefit. A “level playing 
field” to compete is a reasonable, fair and uniquely American small business necessity. 

CASBA employs thousands of college students, and members pay millions in local, state 
and federal taxes of all kinds. In effect - and in fact - we subsidize the Department of 
Education financial aid programs that, ironically, hurts students and ourselves. Even more 
ironically, we subsidize tax-exempt institutional competitors, who also enjoy another 
substantial market advantage - location, location, location. 

But, let me emphasize that CASBA does not rdsent or object to these two powerful, albeit 
disadvantageous, built-in institutional advantages. But let me also emphasize, campus-area 
small businesses should not continue to be penalized for objecting to the imposition of a 
monopolistic culture in the campus-area marketplace. 

Most entreprraeuiial small businesses of any kind, including off-caimpus college 
bookstores, have been able to survive - even if increasingly, just barely. In the face of the 
tax-exempt and location advantages I just mentioned, just consider the alternative if the 
monopolistic practices I have described are permitted to go on thriving, and at the same time, 
to go on strangling the student marketplace without S. 2490. 

I put it to this Committee: Shouldn’t we therefore be apprehensive for students’ 
interests and artificially high costs? 
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CASE A became convinced that the Department of Education would never take 
corrective action when we read the June 22, 1998 response from the DoE to Senator Faircloth’s 
questions in his May 16, 1998 letter to Secretary Riley. Both letters are included in the 
Appendix to my testimony. 

The DoE response states that universities are free to make or not make any 
arrangements with off-campus businesses. 

V. College Costs Crisis And Artificiailv Higher Costs 

The congressionally mandated National Commission on the Cost of Higher Education issued a 
1998 Report entitled ""Straight Talk About College Costs and Prices.” A copy of an Advance 
Copy this Report has been provided in Appendix IV to my testimony. I will refer to it as “The 
National Commission Report.” 

The National Commission Report tells us - perhaps not surprisingly - that there is a 

[quote] “college cost and price crisis**^ [close quote] in America and that there is [quote] “public 

^xiety about college prices”^ [close quote]. One of the Report’s conclusions -* conclusions it 

says, ""speak for themselves” - comes as no surprise to CASE A. The Report states and I quote: 

“...the Commission is deeply concerned that most academic institutions have permitted a 
veil of obscurity to settle over their financial operations and many have yet to take 
seriously basic strategies for reducing costs.” 

“The public does not think college is affordable.”^ A huge majority - 71 percent feel that 
""a four-year college education is not affordable for most Americans.”^ “The public thinks that 
college leaders are indifferent to their concerns about the price of attending college.”* 

^ See The 1998 Riqwrt, page 2. 

^ See The 1998 RjeJwrt, page iv. 

^ AGERqx>rt, page 7. 

^ ACE Report, page 7. 
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Ladies and gentlemen, to millions and millions of other American parents, and millions 
and millions of college students, collie costs have a threat of doom about the dreams they and 
we have for a better future. I do not claim to have the whole answer to this college cost crisis. 
What I do know is that more students’, parents’ and taxpayers’ money does not need to be 
thrown on the college cost inferno due to artificially - and therefore - unnecessary extra costs. 



^ IBID, page vi. wfaidi says those college ejq)enses of all kinds - tuition and non-tuidon e>q>enses are what 
the public looks at in evaluating college affoidability. 
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A sample of letters from CASE A 
off-campus bookstores 
describing a variety of 
on-campus monopolistic practices. 



A. North Carolina - 5pp 

- Seahawk Bool^Allison Keenan 
-University Book Exchange 

B. Oklahoma, Tennessee, and Texas - 4pp 

- Boomer 

C. Arizona - Ip 

- Arizona Bookstore 

D. Arkansas-4pp 

- Campus Bookstore 

E. Georgia -Ip 

- Georgia Bookstore 

F. Kentucky - Ip 

-Vimont& Wills 

G. Maryland - Ip 

-Nfaryland Book Exchange 

H. Michigan 2p 

-Campus Book & Supply 

I. South Carolina - Ip 

-South Carolina Bookstore 

J. Texas - 4pp 

-Colloquium Bookstores 
-L & M Bookstore 
-Varsity Book Store (2pp) 

K. Virginia - 2pp 

-Dominion Bookstore 
-Tech Bookstore 
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April 27. 1998 



Dear John-Paul, 

Wanted to get this ofMo/outeforear^moro time sot ora/ from me. Pat and I are glad that you 
are trying to help make the ooKege textbook industry's playing field (letter. We aiways felt tfwt we were 
fighting against an inoRifniUibre tbe-the goverhinefit, ihade even ihbre difficult because it win ciothed in 
the innocence of public education. Any br^Ks we got, we made oursetvee and f^t lucky to gd. them. 

As you know school administrators disiiice private bookstores. They tertd to resent the loss 
their mttnopoiy end the idee that someone on (he oulsirto might do a batter job than they. Withcttd 
exception the cm campus pperettons have always improved for the students or»e we opened ^x>p. 
Competition is a very good ttring for the consumer, and that includes college students. 

When we open our doors we always a>q)eifonoe some manifestation of the schools' resentment 
towards us. At LlTDin Texas, the bookst^ manager told us that he hated us (fas words) the first day 
wa opened the store, and that he would do everything in his power to see us fail. He committed suicide 
six months atler we opened end I always wondered if we had something to do with it We then began 
dealing with the VP of Business Affairs at UTD. Ha displayed such vrogance and disdain for our 
legitimate requests for InfMination that we had to involve ^ Dallas Morning News. In a few short 
artides, they were able to acoompHsh for us what we hadn't been able to do for months. The media was 
rwtafdiUtOtakbbntheuhivttaitykytffom. twifi's'endlheiafticreiSIbybu 

Here in North Carolina we have expmlenoed the same attitudes. When we first opened we went 
to the on campus store end explained that we wanted to work peaceably and fairly In all of our dMHngs. 
The very nice manager was quickly replaced by a tough veteran frmn Virginia She worked hand'in 
glove with the Assistant Vice Chancsltor for Business Affairs to devise a plan to put us out of business. 
For over a year they sold their books at just e^e cost (When overhead and operating expenses were 
considered they ware solUrg these books at a loss.) When I called the attorney general’s office in North 
Carolina I got nowhere. I said noofiw store in the system prices their books this way, and they only 
started doing ft after we opened a competitive stora. It made no difference at the AC office. Whenwa 
took our complaint to the Assistant Vice Chancellor's office we were told that according to the university 
charter they ooedd £^e the books away if they wanted. I told them tho\ that I thoi^ they woUd surely 
lose money if they continued to sen their books for so little. I was quickly told fiiat it was clear t <Sd rwt 
know anything about the bookstore business. After the next rush we met vrfth the Vice Charwelior s 
office, they Kfifiittsu that they raa iratewi tosi mohey over the past year ar«i tnaiihey wanted peaee. 
Wewere onlytoo gtad to hear that theysaldthey would ajpee to pilca the bodrs at industry stordard If 
we would not deviate from that price. We had to agree or die. ' 

Last week wa met with Or. McKaithan. the president of Gape Fear Commimity College. We had 
specific problerrts obtaining the course information last semester arid we appealed to him for help. He 
said ho doubted whether the tease operator of the on campus bookstore was bound by Freedom of 
Information statutes and that we needed to wait until hte office obteined tne book informatioa So now wo 
have a situation where the bookstore receives Its infbrmistion from one source arrd at or» time end some 
time after that we might get the same mfoirnatlon. Not equal. Not fair. We suggested that the college 
collect all the information internally and then make It available at the same time to both of us. No way. 

We asked If we could get onMlne with me coBege to obtain the information me same way the store does. 
No way. Or. McKotthan even told us that we were not to oontset the academic departments rfirectly to 
obtain that information. Seems Ilk© he Is frying every trick m the book to put us at e commercial 
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disa«tvsntage. And wfio staffers? TTie students. Ttie bookstore at Cape Fear Community College is the 
size of a ctpset The fines last all afternoon the first few days of class when everyone must purchase 
their books. We are located less than a block from the school. Students could shop in air conditioned 
comfort and have a much better cfumce of purchasirig a less expensive used book if they could shop 
ti^th us. But we need timely access to the book information to give us time to search out used copies. 
What they are trying is unfair. 

About a year a^ wO a^ed (he University of North Calolina at Wilmington (UNCW) to allow us to 
process schtfarship vouchers from students The answer was a resounding na They would do nothing 
to accommodate us They would nc4 act es our accountar^ they said. I thought that did not seem right 
so I called the US Department of Education and asked to speak with the head of scholarship funding. I 
explained my situation. I pay taxes, mylaxes are given in ftie form of schoterships and grants to 
desenrlng students, but they are rrot p^itted to use those monies in my store. Seems quite illogical to 
us. i was told that the current program works vrith financial aid offices at the various universities and 
colleges around the country and was not designed to work with private retailers. .1 went on to explain that 
we are a college bookstore. Our only customers are college students, faculty and parents. His 
suggesftonwas that maybe If I ask the uriversily financial aid ofiioe to please permit us to process the 
vouchers e^in, they n^t do ft out of the ^lodness of their hearts I then asked him if he thought it 
wasfair. He said all he could say ie that the current prograrn was not desjgnad to work with private 
retailers. The current system is unjust It is unjust to all the siiiall private bookstores in the country and it 
is unjiist to eTudeKb oh 'sthbrafShri^. WO Could sell them used bbbte Tor TeSO end give mem e choice 
about where to use their money if the eystem were altered. 

To me one of the be^ things about what you are attempting to do is that if you succeed I may not 
have to feel like a cHminal anymore^ pasiv gnat buzzing around and bmheiing the school 
administrators, i might begin to feel like 1 was legitimately entitled to compete squarely with these 
institutions. We pay taxes and employ people. We go to church and work on our kids school boards. 

We don’t warft to feel ashamed tixuA we do ariymore. 



Sincerely. 




Alison Keenan 
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Mayl6, 19M 

John-Paul, sony Ihe d^ails of my life are keepmg me fte m^ing this week. Here 

is a list of the things I would like to see dianged. Good luck with the meetiiig. Regards, 
Alison Keenan 

1. We should have access to all of die textbook idfoimationat^t^ same tithe the school 
storegetsit This is critical. When we get fljeinfbimation days or woeks after 

store, our ability to compete is dir^ly impacted. We compete wiA the school store for 
used books. If we must wait for the school store to place oid^ for books, Aere will not 
be as many used books for us to buy. This mtmitional delay is Ae most common tactic 
used to inhibit our sales. In addition, when we do not know about course book 
information on time, we are unable to pay as much for a book being sold by a student 
The student sellmg the book ends up with less monQf. This also gives the school store 
an unfair buying advantage. Tte solution is simple and fair. Make the textbook 
information available to all interested at the exact same time. This probably implies a 
universi^ information office that can be accessed by cver>'one equally. As it stands now, 
the bookstore receives Ae information directly from Ae academic offices and Aen 
chooses when to make it available to us. Of course, this same idea should af^ly to any 
changes and additions in information which typically drift in throughout the semester. 

2. We should be able to sell books to students on financial aid. We pay taxes to help 
fund financial aid programs and >et are denied the chance to sell books to these students. 
Many times we have less expensive used books, but the financial aid student must pay 
more for new books on campus. This appears contrary to our notions of free trade, and 
fairness. I belieye.thc system was origin^y-designed for simplici^ by the DOE— in 
effect it supports anti-constitutioiial monopolies. I am unsure of the moSt elegant and 
simple solution. But somehow students should be allowed to shop where ever they find 
the best deal. 

3. More and more students are finding die debit card an attractive option for paying for 
services and goods on campus. In the interest of free trade, these should be made 
available to all interested retailers serving the needs of students and faculty. 

4. Every summer incoming fiesbmen and transferees come to the campus for orientation. 
Among other activities th^‘ arc chaperoned throu^the bookstore, introduced to the 
bookstore personnel, guided through the shelves invited to sign up for their textbook 
reserve program. Novous fieshmen and their parents sign up and pay $650 that is held 
on account for their books. Despite repeated requests, we have been denied access to 
these all important student customers during orientation. As a result we do practically no 
business with incoming students. When one of diem does come in, they are usually 
shocked at the money they could lutve saved if they had known about our store. This is 
unfair. We should be allowed the same access to these students and parents as our 
competioa 
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S. Tlus point is more difEicuh to articulate. When discussing the above issues with 
university admuiistratois. we.haye been told they cotdd decide to give the books 
away to the students at no <H>st. or thq^ could decide to c<»vert to atextbook rental 
program-~either one would put us out of business in three months. The ‘te quiet and we 
might let you stay here” attitude is not fair. Kfy wish is that university administrators 
accept the notion of competition and behave in a professional and just manner. 



7 ^ 2 . 
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East Carolina University olf-canipus bookstore 

problems are: 



1) No access to finandal aid dollars. Over S0% of the school’s 18,000 students 
receive finandal aid. 

2) No access to the “One Card” on-campus debit card. Student spending is 
restricted to on-campus only with the card. 

3) Masdve restrictions (unequal) promotion and mariceting access to the students, 
which is especially hurtful during freshman orientation when the off-campus 
bookstore is shut out. Freshman are told th^ should buy their books at the 
on-campus bookstore, and invited to reserve them for pick-up during the 
freshman on-campus “tour”. 
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May 27, 1998 

John-Paul De Bernardo 
De Bernardo Law Finn 
One Twelve Txyon Plaza 
Suite 1010 
Charlotte^NC 28284 



Dear John*Paul: 



As p« our eonv^on oa Friday, May 22, 1 am submittiag to you some of the 

aitu^oDs, and stories I have p«c8onally encountered or have heard lelatme to 
fte coUege te^book business. I agree this is the single most im{K>rtant issue conc^g 
the private Mllege textbook stores in diis country, and I apineciate all your hard work. 1 
apologia fliat I did not have this information to you sooner, however, much 

longer than expected to collect all the mfonnation you re^piested* 

I cuna^ operate one store at the University of Oklahoma (OU) which has been ooen 

since Decemlw of 1^, and la thp process of opening a new store at die University of 

(UT). Needless to say, I have encountered many probSSi 
QU 

“"tefbmding^exoept the Architert^ 

A«hit^ Dqutttment prefois to onlyXStoo??.^^ 



1S37W,Undsey * Norman, OK 73069 • 



(405) 447-BOOK (2666). Fax (406) 447-1600 . wvwhoomerbooknxom 
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Oitrich. Out of forty letters, I received only one response. This ordeal went on for 
one year before a aolutioh presented itself. A groiq? of students in the Architectuic 



Depaitment frustrated by the cost and selection of textbooks for the college protested 
tothel>ean. As a result this taU wiU be the lh:8t time any olt^-cmpus store vdli be 
carrying a full line of Architecture books. 

I have also requested access to financial aid and sdiolarship money. Students tcccive 
this money every &11 end spring. The student tak^ a voucher to tibe on-canq^us 
(Follett) store and purchases their books and supplies. The Financial Aid Dqpartm^t 



ixifuniied uie dial the uuivcrsily *a> policy is to uul allow ulT-uiiiipua boukaUnes to 
accept these vouchers. In addition, i was informed that the contract between the 
university and the Follett Coiporation gives the on-campus store the exclusive ri|^t$ 
to all financial aid and scholarship money. 



In Sqjtember 1998, Mike Koppclman, a student associate of Boomer, informed me 
that he is forced to purchase hls books on-campus because his schoiaiabip uses this 
vouchor program. We determined that foe cost of his books would have been $75 
cheq>cr at my stoic before his associate discount This means that the endowment 
that paid his scholarship is being ovcrchaiigcd by $75! This is staggering if you 
consider every scholam^ in foe United States. 

4. OU has an ooMan^us debit card called **Sooner Express^. This card has existed 
since foe early 1990*8 and uses foe HARCO software systeoL Thissystemis 
university operated amdalfowsstudente to deposh money into an account. This 
money can be used solely on-can^nis at foe bookstore, cq>y maohines, vending 
machines, food establishmems^eto^ IiqiliroachcdDavidffolrley.foedmKrrornffo^ 
BursarsOfiSce,in January 1997 aboutaocessingfoisdcbit oaidsystem. I was 

infbimedfoat iho univeisity does not send out monthly statements and does not have 
a maximum loss guideline. If foe univeisity allowed off-campus use offoc caidfoey 
would be subject to Federal Regulation E which mandates these requirements. 



IR 

1. At foe Ihriversity of I legoaftted tliA hrwJ^ tfifotnuit inm on-rempus 

bookstoiediicctor, Wade Meadows in April 1998. Kfr. Meadows informed ine that I 
could not receive the book inronniuion without a business license. This was a ploy to 
keep me from obtaining the book informalimi before buyback wh ich startod at foe 
beginniagofMay. 

2. UT also has a debit card called foe ^All Star CarcT\ This card can once again be used 

at all foe oihoan^us merchants (including foe bookstme) but rmi offcanqnis. Today I 
spoke wifofoe director of the ^AU Star Card”, Miss Smifo, she informed me that 

the university may one day take foe debit card off eaiKq)U8. Shesaidfoeuziiveisityis 
extremely busy tbdng the year 2000 problem and does not have time to work out the 
det^offois problem until January 2000. She also said foot foe univecsity is 
ooacemed abo^ Federal Regulation E and whether uoivetsities are exesopt The 
bottom line is the administration does not want to make oarional waves and docs not 
want foe card to go off campus. 
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3. Onco a frashman has been admitted into UT they sign }sp for a date to attend fieshman 
orientatioo. This two-day orientatioa is designed to allow the atudenU the 
oppo rtunity to bccomc fanlliar with die cas^us* get registered for classeSt and meet 
uew Ikietidb* Duciug Iwo-Uay Uiur the biudeiits are lead iiilu Che OQ-campus 
biMkstore for an hour session on buying books. The students are then told that diis is 
‘‘the bookstore for (he students and that they can reserve their books now for the 
Fall.” SiiKw the is aot yet aware dtat there is other off-campus bookstores, 

they reserve tiieir books dien. This is the reason die on-campus store reserved 98% of 
all incocnlfig fiechinefi's booltt and had Sietnillion in sales last year. 

Texas rJiHsHati Univeisily (TCU) is a private university in Ft Worth, TX. which has an 
enrollment of 6,000 students. There is one on-canqius bookstore diat serves the 
university. To my knowledge, there have been two attempts since 1989 to open a private 
bookstore. The first attempt was ^ one of my partners. Wil VanLoh. He requested the 
book information from the on-campus store a^ was told diat the book information was 
not public record and he could not obtain o copy. If you would like to discuss (his further 
with Wil, feel fi»e to call him at (713) 225-4700. The second attei^ was in 1994 by two 
students of the university. These students also requested the book infoimotionfiom the 
on-oampus stole <mly to be denied as WU was years earlier. They then attempted to 
contact every pxofesMr on^angxis to gadier dm Infiuination. I understand diat they had 
(Mine sueoeM sa U ia ri ng the infiirmstion until the administratiom became knowle(igeabie 
oftfaeplaiL The administiatirm then sent a memo to every professor to strongly 
disoourego any ooepoietion with those students. This smothered eliohanoos of these 
students ppeiung a Store. I am trying to locate the ruunes and numbers of diese students 
for you. 

As I mentioned in our convNsadrm, Oklahoma State Unrvetshy (OSU) has been very 
unusual. Thomas Thrower, vdiose&mity has been in the eoUege textbook indastQr for 
the past twenty-five years, opened a priv^ college bookstore, Cowboy Book, in die 
1980*5. Tbe store did exbeuudy well uiul even expanded sevt^ times. The unlveisliy 
union, whidi housed the on-canqius bookstore, had just completed a huge remodeling 
job, udiioh was financed by newly issued bonds. Timse bonds were to be tepakl from the 
profits of the on-campus boolotae. The adroinistratloa then became concerned that they 
would not be able to rqiay the bonds. Next the university instituted an othcampus card 
account This would allow ovaiyiitudent to buy tils or her books end ohaigo them on 
dieir bursar’s bilL This destroyed Cowboy Book and eventually lead to Thomas having 
to deolaie ban kxvqitoy. 1 strongly encourage you to qieak with Thomas at the number 1 
gave you Thomas can also give you mote Motmation on the 1997 closing of Smith’s 
Books, udiieh was the odwr off campus bookstore. 

You also inquired about the Baylor University vs. The Spirit Shop case. Thiscase 
oonoomed t>Mk lict occaeo. Brent Ponnlogton Is the former owner and could be of help. 
He can be reached at (254) 772-«225. 
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I am sure that 1 will hear mote stories azid encxm^ i^ie situations as 1 move forward 
flind will keep you infonned of any new inforinati^ I receive. Keep up the hard work, 
and if you have any questions, please ftci fiee to contact me at my UT s^ore» (423) 523* 
1950 . '• ..... 



Sincerely, 




Qiarlie Hamilton 
Enclosure 
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BOOKSTORE 



Septeciber 17 1 1996 



J6lm«Ppul 4«9«rn«rdo 
CA6BA L«tal Coimcal 
<706) 972-9336 

Otar Mr* OaBernardoi 

X an •neouraAad to hear that there trill be e haarlns before the Senate 
Small Bualnaaa Committee on Thurodej, Saptembar 24th, reaesdlna the 
CASBA lasialatlon, 

Aa a small , private bookstore » we are conatantlp trying to compete with 
the Univereitjr of Atisoae BooKeiore iu a buoijiiioo oavltroiiuiiint ttiai lo 
unfair* In the peat, the University would issue cheoka to atudenta that 
qualified for edueatienel asaistanca* How all of those Cuuda are plaued 
into aoooitnts thet are oontrolled by the University and the students 
must use that nanny on oanpua* 

the Bookstara on eanpus also dues uvi haw to charse city or state sales 
ten on the purchase of textbooks* As a private store, we ere required 
to obarso 2% whioti is a uity tax* The Bookstore advertises this to our 
dioedvantage slnos we are required to charge this tax* 

Any help thet you ban give to us in resolving these issues will certainty 
be appcauiaLaU* 

Slncarsly, 




Gala 6* Blliott 
Oauaral Manager 
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John Abeitson, Manager 
Dona noaoby, Aoot Manager 



September 17, 1998 

John-Paul De Bernardo 
De Dernordo Lqv Firm 
One Tvelve Tryon Plaza 
Suite lOiO 

Charlotte, NC 28284 
Dear John-Paul: 

In preparation for the September 24th hearing before the Senate 
Small Business Committee, l would like to relay a few of tho 
situations ve*ve encountered here at the University of Arkansas 
at Little Rock. 

1. in September 1995, a number of etuOents on financial 
aid vanted to use their financial aid vouchers at our 
off-campus bookstore because our used buuke were 25 % 

.less expensive than the new books sold at the on-campus 
bookstore. The on-campus store in reference is leaded 
to Barnes & Noble through July 2003. 

Rather than disbursing the financial aid award with a 
check, the U.A.L.R. Student Financial services Office 
issues a voucher to the student (end* #1). During the 
1995 Fall Rush, several students assigned their voucher 
awards to Campus Bookstore, our off-campus bookstore. 

We submitted these vouchers to the U.A.L.R. ottice of 
Student Financial Services for payment. We were then 
told that the students could not transl^ar or reassign 
their financial aid awards from the Barnes & Noble on- 
campus store to ours. 

In addition to the refused vouchers, the U.A.L.R. Office 
of Student Flnanicial Services accidently included an in- 
house memo. In this memo Carl Wickliffe, the U.A.L.R. 
Student Financial Services Supervisor, instructs Gina 
Fields, of the U.A.L.R. Cahler's Office, not to pay us 
for the reaBsigned vouchers (end. #2). Cari Wickliffe*s 
boss, Sam Howell, the Division Chief of Enrollment Plan- 
ning ond Student Information, attached a "post-it** note 




3006 G. Unlvereity Ave. 
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*UALR« OFF CAMPUS ALTERNATIVE* 




CONT. 
PACE TNO 



John Alboftfon, Manager 
Dana Roaahib Aaat. Manager 



to the same in house memo gleefully reporting to Carl 
that it "Appears to me several students have received 
free books I *• Because of this unfair practice ve are 
forced to turn away all financial aid assisted students. 

2. ^ery nnmester nince ve opened in August 1992^ ve have 
been denied access to course-packs, lab manuals, and 
the course syllabi t.hat. are reguired for course work at 
our university. The Barnes A Noble store takes the 
original manuscripts to the ropy shop, has their quantities 
printed and then takes all copies and the original man- 
uooripts back to their store and refuees to nake them 
available to us« These actions restricts the availability 
of the rcquir.od course materials and requires aij enrolled 
students in core courses to buy from one?souree«Batnes*& 

Noble . 

These are but two situotiono in vhidh we are either restricted or 
totally diabled from serving the students and university community. 
If you have any questions pleaeo feel froo to contact me at 
Campus Bookstore. 




3008 6. UnWersIty Awm. 
ff01)68^S45S 



Univenity of Arkonioiat utile Rock 

m 
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Offics of Student Financial Services 



TO: UALR Bookstore 

FR(M: UALR Student Financial Services 

swDm:iiiAJLkL^:Lt£k^ 

(MR STVUEMT 



The above named student will receive student financia] aid and has been authorized 
to charge books 14 ) to the iimtt listed on this vouchor. 

THIS VOUCHER MUST BE USED THE SANE DflY THAT IT IS ISSUED. EACH STUDENT IS 
ALLOWED ONE (1) VOUCHER PER TERM. " 

uaucHFJt rjujT.. 06 

STUDERT AW OFFICER 




HOW TO USE THIS VOUCHER 



1 . PLEASE TAKE YOUEt VOUCHER TO IBB BOOTH AREA IN 
FRONT OF THE BOOKSTORE. THE BOOKSTORE WILL SET UP 
YOUR ACCOUNT WHILE YOU SHOP. 

2. BRING YOUR BOOKS, SUPPLIES AND STUDENT I. D. TO THE 

Kl ffi P S TMT MARiCRn SPECIA L STUD ENT CHARGES 

INSIDE The BOOKSTORE. THESIS WHERE YOUR PURCHASE 
Wni.BE PROCESSED. 



REMEMBERS 

KEEP YOUR REGISTER RECEIFT. YOUBBECEIPT18 
REQUIRED IP YOU NEED TO RETURN A BOOK. AlLBOOK 
RETURNS WILL BE HANDLED AT THE BOOTH AREA. 
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Book Store, Ine. ..^~^=^=s^==ss= 

0 

CofMr of edfowood ond CouHland 
ATUNTA I, OeOROIA lOIOI 
Phono iAekion 4-3172 



Sept I7» im 



Challeqin b oompatiog whh OSU c«npua stm^ 

dlfflcuWes, thhough Acre ire maay other*, to compMing on even ground with the 
ca mpum ykitore M Oeorgb State make ftir empedtlon an imiHMslbliriy. The mtUorify of OSU Budenta 
y recel ^g some fbim flnanclat aid, and because only the campus bookstore Is ^ven access to these ' 
"V goods and services to them, this. In ofrcci, uses iny <mm tax dollars to 
mbiM a lOM^Iy ajjalnst my business. The students , and thete^ the taxpayers are not saving any 
mon^ mfpuah mis arrangement . and In many cases are fbrCed to purchase ttew texts at htereased cost to us 
all, while used, toss expensive copies sit on my shelf. 

ar lUTi^'Ju * ^ness, restricted IVw access to the students far many vnyi. I am a student 

m taVam2!^^ *0 pay fees, must pass a table set up by die campus store 

Ti,. !*'®>0'i'®ilon from the students. I have reoucsted .similar space and been reftised. 

outside texthnnk hiiyers and reserves space for them In the classroom buildings 
u ■ tremendmisly In the buyback buslnesf my store ran do and rherehy llmllh« the numbt .• 
' I*** tf d» In the fcllowlng term, t have aealn hean reftised 

T* *•*“•!•* *'**trl*tnd Hum aeecM to rhcsnidentdormltoile* and must watch the 

Stole advertise in the doims tbr , and cany out a dtUveiy butlntsi to the Hudema rooms, 
xnese m m two ofthe leslriciive p^leet common to campus ctoiea In what abouM be a eempetMve 
•nviton^. I h^ svotked^fbr a midor unIversiQr more In me post, and con assure you th« we were 
rtguiorly of our ndvantogc In tlib oreo, and coeouroged to inlhke cvsi^- usage of it 
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Georgia Bookstore 
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APO e>V 1 MONT 
^ iT>IT C. WILX8 
eaPNAPO covecT 
PICHAPO m. wchplc 
ppeb e. FUCA2ZI. jp. 

J. STAN LSC 
J. THOMAS PAWUNGS 
OAWN S. UOOSOON 
LAUPA A. b’ANCCLO 
MAPY C. SCHOONOVCP 



LAW OFFICES OF 

ViMONT & Wills pllc 

SUITS 300 

ISS CAST MAIN STPCCT 

Lexington, Ky 4oso7*I3I7 



TCI^PHONC (SOSI 2S2«2208 
rAX (60S) 230*2027 



August 5, 1998 



Ms. ChristiiiaHesse 
Office of Senator Lauch Faiicloth 
United States Senate 
Washington, D.C 20510 



Dear Ms. Hesse: 

First let me thank you for providing us with the Seoetaiy^s leqwnses to Senator Faiidoth*s questions. In maxiy 
respects, the responses undosoored the danndng task that campus area entrepieneuis &oe when thi^ tiy to compete 
against univeisi^huteanciacies. I qipkud the Senator’s effiirts in trying to level the playing field. 



As you already know, odr firm has filed suit on bdialf of KevinTeni^ owner of Stmfy Master, a small, officanqnis 
textbook store, against Moidiead State IMveisity(NffiU^ llmlMvers^yisfiuandawayoneafthe 

largest emplqyeis in the lutal arid laigefyunderdev^opedinoantam region of Eastern Keiitudcy. Theyenjqy a 
di^prppoitionatBdiaieofiiifiiieiioeandeoooomicstrengthwilldnthe oomnimii^. Their ieddessdisr^atdfi)r the best 
intersts of students, in the context of this influence; was one reason that led us to file the case in federal court 

We bdieve that MSU has vkdated 34 CFR 161-167 by refusing to honor the assignments of financial aid executed by 
students for less oqiensivetBidbodapnrdiased at Stu^yh^ster. In fid, the system as designed lathis particular 
Univeisity is puiiative towards students vdio do not compfy with their ligMfiiimicial aid rules. The rules poiiit out, 
and it is our fiindmental argument that the Univeisi^ is mere^ a caretaker for the students* financial aid fiind and 
nrayimt prevent a student fimusmg those fimds to purdiase textbooks at an ofitomqms location. Todosoisan 
egregious breach of the UmveisiQr’s fidudaiy duty to the students it is supposed to serve. 



Our goal is m end this iigustioe at Mbrehead and in the process reduce the costs ttf higher ^ucation to students v^e 
at ttesaine time saving taxpayers* money. Please keq> us informed of ai^devdopnients. Thank you for your efforts. 




J. Stan Lee 



Enclosure: Verified Conq)laint (Copy) 

cc: John<Paul de Bernardo 



F:\Dociunend\SLe^8S483\08OS98X3O.wpd 
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4500 College Avenue 
College Po^ Mafyland 20740 
301.927-2510 



Date: September 17, 1998 

Toe Jobr^teidaBemardo 
TedAnkane)> 
C^BALagittetior) 






■i>*>*wn«qmeeauiw^^ «hU^5 1' .*?* S yw **>*' adDfOMBiateb 



ln«»l»o(«v(iJtfcar«»tarK%plM»do™ihMfal,toe<^ 



teMMlved 



Sirreere(|>, 
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CAMPUS 
BOOK & SUPPLY 



1078 HURON RIVER DRIVE 
YPSLANTl, Ml 48197 
(313)485-2369 

S«ieniberll.l998 



JuhiH>taldacni(u4o 

CASBAL^OonMCi 



DttfMr. 

We bdieve llim •» two mia tteas wUdi Mpiwem fl* Unhiasity Bootalow’t diiUty to mowpoltec lates of 
materi al, to Miiifcnt»MBawtMMtciil«mUahe» 4 traiidotWa 4 iWiiwCwiimiii^ 

r^ife r noOiabOumaaeriftudMtbmpdilaidtiiattis. StudeniBneeMngMenlMBdaaienoB^aom 
Mtodidwe»ll>y tte Uiuvenity/OeikvB lie ^ 

*<0dir oiMiiira boitatoic^(^ tte Univiiiity/Cbll^ Oir«ain|ii» itoia ait tut allowed to nt op 

Mooumi te tloB ihidBiitt ei 4 lidl ilw UnKefriiyifOrihSe for thdr peiebatee tlito 00 ^ 

fion MPCtt to thftf 

T 1 ieflenUtlinUvtoiliBfliit.ln«flbuuiUiiigualtliecoiii|ietitieii. AtCMU.tlicielaeiioii-oBii^deWtflaidte 
OK celled tlwEtgteEjqna Card. StadentitKtupaddbbaKoiiMwithtlieUidvenity.dqioiitiQgfiiitdsattlie 
iMgilialagofaHmMBrwlitdiainiailbewiilidiainiiindlflieeadefthetBfBii. They then OBimaethalr card «t 
Uiih«nl(y dtawg fiwilttlei (oaly) t«4 at the OIKMI 0 S boolaaoie (oidy). lw4iie«ee we act aWe 

oiKaninitoieiaaiddoittortliebaoktWoced SuchaddM isbeiiigooniideiedatWaditeiBw 

roiiiiiiiiiity roiiiy, trfihAtaiminfly Mlmi n i>iw >liipdvilertiiilBiitloaii»aadg«iiteii»eaiiiiaeyfli^toB,Bot 

atlowiiig ftodeata to tain ttelr voudien 

WiBlwpetMatathfaMilOBteiartMlnyoiirdB lIb e n BlM a Obuiit Utiel eftte let i ew 



Slaoaely, 






Bniwd 
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FAST' 
TRAOk 
STUDENTS: 
SION UP ' 
, NO¥T! 
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ah EagU Express ad^cpunt 

. 1 ' si^Mt poAtf to access campas* ■ 
SAVE 5% EVER^TIME you dine at univeniQf-ciwned 



J • 



. „ — and sui^Ues at McKenoy Bookstore before 
dd dubuim 

^ Ko need to cat^ cash. < . | j ! 

■* ^ontUy {KxoujQt steteinents mailed ditectly to yob. , , . 

H>N6;inferek paints > 

^ Meyer go into debt: You cannot overspend yoid account, «n^ 

; [balanpes'are displayed during each purdhase. 

Put ybur £a^e Card to w6rk for you. 
It*s Oasy to open an Eagle Expr^ Account! 

j . I I ■ ] ' ' • i " 

ifCeiNOoMfofoartToeamiwicMIoM^ 

' I ER|toCiieoaieAMcKtBe]rUiNBt««n21.FtMM4S7«317«, 




I 



I .< 




i ; i i; 
i I 



:Vteor. 



( ,*flooita| A naliii ^trvkti Otte«^I«wtr to«N DbiiiigCaanioi»OM.,C!aO!487>9078. 
"priagy^wEailiilDOneipiusuoilNrpktafvID. - 

torn pf $SS Mtiis jnar HGoant. Yoa cn OM cu^ dNck 

MMnmwdiV cbnit to jmr ibidiak aeco^ 

• - i ' J ■ ■ !■ I 

. ^visional Techaology Services I 

Divbkki of .Uoivenity Marketing St Student Affalis 
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*SMCC 1961 - . 

South Carolina Bookstore 

Corner or C"gyga^M ^*_P pj ^4 • Cbi.uMsiA. sc 29^2 
FAX (Q03) 799>S521 • (803) 799-7406 









Cs/tce/A. : 

'MauA.L JiAot. /a. itt-St'ntii A 

O P c/zicc / AS 1^*- cff' 

C/aa.^S ioc/^sPAfi. ^ Hi, Cfi0^tpA' ZiS 
iJtia lU /a V^rcPA 

'T/it OfOAS / A 






PACC / A . 6 Uf jAyPc'Ml 

Hi~ OA-Cf-A>^^ rf/t .' 

i) iL }aaU/L 7/ ^Arfi<.^ATC /A. 



rU Hi, 

^ Pc 

UJs OA i$/UAci*,l ft«'A «r scLo l*^sL’^ 



I y/c 

^ ^*At(c (kcdsS io rUi'liNt fiSjfltti'Jl 

^ I r 



Hi-S*. CL^ 

Cft^t Coythna^ ij; 

Pf it. A/ttf/c-'i 
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Hu 
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Colloquium Books 
320 University Drive 
San Marcos, Texas 78666 
(512)392-6641 
Rut (512)392-1074 





Colloquium Too! 

.700 North LBJ 
'San Marcos, Ibxas 78666 
(512)396-1313 



ThurscJay, September 17, 1998 

Attn: John-Paul deBemardo 
CASBA Legal Counsel 



Tl» University Bookstore at Southwest Texas State University in San Marcos, TX uses 
it influence to make our . intracampus interaction as diflicult tui passible. They do not fed 
titat we ^ould have a presence on campus. We are not allowed to be an active part in any 
Orientation programs dr information packages. The Undergraduate C^tal^ which was 
free until this year, is now being sold exclusively at the University Bookstore. Cdutse 
materials (hat are compiled by protesors and required iii dteir classes, are being printed 
and sold exclusively at the University Bookstore. Two years agu Ave were told the 

Bookstore Maiiger that he would no lotiger sell any of these Course Materials to off 
campus boolratoies, nor he would allow us to buy them off their shelves. AH books and 
supplies bought with funds from athletic and scholarship programs, veteran benefits, 
departmental acquisitions, and most financial aid is handled exclusively by the University 
.Bookstore. A University Debit C^d was being used at the Bookstore, but was dropped 
when thqr were recently required by state law to.make it availaUe to off campus 
businesses as well. They complain or put pressure on organizations and departments 
within the University, when we are aUowed to do advertising on campus as a result of 
financial support ora sponsorship. BasicaUy, they do not want competition or us to be on 
campus; forgetting that they are part of a piihlic institution which is supported by our 
taxes, generated from an economy that is based on free enterprise. 

, The Bookstore exists as a provider of services for students, but they were not designated 
the sole source. They shoidd not be involved in tactics of exclusivity (hat discriminate 
against local businesses and limit the freedom of choice for the students of this campus. 

Sincerely. 



Kay Moore 
General Manager ^ 
(^iloquium Books 
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LAMBOOKSTOHE 

iTi^Nartkli^ 
SimAmtatiio, JX mi2 
Piume<2i0iii-tS23 
TIui ^19^222-1580 

18, September 1998 



To: JoO»-Paid de B ema i do 

CASBA Legal Counsel 
tax (704)572-5338 

From: /o$4pkP,Ftiigin 

LAHBoobtaKtNBCm 

Our problems regtmUng the othcampws bookstore are primarify ones of access and 
choice. Mai^ form o/fihanaal ^g)\^ to the iStid^ limU their choices t^vimre 
thy can purchase Oieir books and supplies. The college edlam the on-eanqna bookstore 
to charge against various form cffiiumeUd aid, including Pell Grants, sehdarships, 
grants and loans. Because the on-campus bookstore is given thtsprMUge and we are 
not, the choices available to a large percentage of the Oudera body are autantaticedfy 
limited and, consequently, Aese students are unable to take advarOc^ of the eonpetlttve 
environment created by private cff-otmgnu bookstores such ad ours. 

bt tty estimation, our ooUoga does an oxeollota Job cf releeatngPell Grant cheeks to die 
student botfytm a very tim^ bads: tmalfy the ftnt round of checks are rel&ised a few 
days prior to du start qfdte semester. But even taking this Into emcotott, the options 
available to the students are curtailed by nuddng diem wait for this date and not allowing 
them a choice ifdiey choose to purdiasedKir woks earlier. I^tauld a student choose to 
purchase their books and stpplies earfy, they have no choice bid to purchase themjram 
the on-caoqm bookstore thqy can charge dtem against their, Pell Grantpriorto 

the actual cheek being written. Fbr students, wUh odterfarm effinaneud aid their 
chokes are ofien limited to the mt-eampus bookstore exdusiveiy because thefimds are 
never made available Erectly to die student and their only choke is to charge their books 
and supplies on-campus. 

ConqtctMon is a eomerstone to ourfree-maHeet economy and I believe there are many 
obvious advantages avaUable to consumers in this sypem. in the acadendc setting the 
students are die consumers and I beUeve that financial aid in any Jbrm should allow the 
ben^claries this aid to take fiiU advantage <f our competitive system rather than limit 
th^alMity to make ddst^em work for dtem. Vte^em should provide whatever 
finaneUd aid, educational loans or scholarships that may be appropriate hut once these 
decishns are made idlaw the rec^rient die choice ofvdtere these fields are ^sent. Any 
system that provides unythUq^ duirt of this b In need qf correction. 

Thank you fib dm cpportunlty to jnvvtde you with ddsbdbrmedUnt 
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825 Old Country Boad 
P. 0. Box 1500 
Wastbaryf Ht 11590 

Re I C88 Septenber - Caapue Carde Conform to Porform 
Deer Nr. BagllBbt 

I quote from wur articlOf wbieb quotas Bruea LanOf vice president 
of The CBORO.Orottp. 'People! have aeen that they oan latch onto that 
money, it givee then a oompetitive advantage over that boohetore 
around the corner* 

X have that boohetore around the comer and have questions about 
several pointe. le it ethical to held a etudent's funds and due to 
the uee of the card force that etudent to purchaee from only one 
eource? Mhav lf jthat bookstore around the comer has a used booh 
selling for $4SV00 while the cas^i (card operating) boohetore has 
a new book selling for $60.00, la this in the best interest of the 
student? 

The portion of the statement * . . .they oan. latch onto that money. . . * 
really apaake volumes. State owned colleges and universities are 
net interested in the welfare of .the student, they are only trying 
to milk the "cash eow. * 

In Texas, institutional stores offering debit cards niust, by law, 
allow any astablishmsnt which offem similar or like marohandisa 
for sale to partieipete in the debit card system. This allows 
students to spend their funds as they deem best. 

Those of us who have been in this bnsineea for any length of time 
era wall aware of what these institutions are trying to aecoiq^lioh. 
I for one, have been around for forty years and know a good many of 
the tricks. Ne as that bookstom operators toew when we into 
business that none of the advantage me with us. The institution 
in addit ion to having the best location, pays.no federal iacma 
na Iamiba no ad valorM pTOpan^y Mx# no vovkor 
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operators feel obligated to support the student organisations that 
support them and thua make .the contributions to various, and many 
causes. 

Kany university preeidents use the profits from the bookstpre as a 
*slush* fund to ipend in almost any manner he or she so desires. 

Often tines it funds trips that are not in ihe.;Jbudget . sometimes 
it pays stipends for some visitor to the campus." Regardless of the 
expenditure, the funds that are derived from the so-called 
auxiliary enterprise are not funds that university officials have 
to go grovel for before the lagislature. 

For one, I am damn tired of these money graUiars. And with the 
electronic era, it appears that another level of the battle is . 
occurring. 

The university people do not understand the real meaning of 
competition, at least the meaning of fair oon^etitipn. Fair 
ocm^otition means that factors such as better merchandise, better 
prices, better sarvieas, better advertising and other factors 
availabls to all in the ''market place datexmina vhare tha customer 
shops. Tha universitias do . not uSe any of these . in their 
competition. They primarily usa the methods which trap the student 
on the campus f -debit cards, university credit^ vithholding Student 
loan funds until after the semester is well underway before the 
funds are dispensed and the services of the CBORb Group. 

MACS should be aware that the institutional store may become a 
thing of tha past as lease operations become the way of the future, 
and that the privately owned stores represent a substantial number 
in the membership. It has only been recently that macs has 
recognised the privately owned stores, t Remember that I have been 
in the business for forty years). 

Finally, if -any private, store is 'concerned- about its future it 
should contact the John-Peul de-'Bernado Law Firm at 112 Tryon 
Plasa, -Suits 1010, .-in Charlotte, North Carolina 28264 
to partieipate in helping .pass federal .legislation that would 
provide a mors laval .playing field. The - legislation would 
accomplish this requiring institutions receiving federal funds, 
fadarally guaranteed otudant loan or grants ~to ^allow tha reolpiant 
of the funds to be given the opportunity to spend his loan or grant 
on education as he chooses. 

P«Oe 
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POMINION 

Bookstore 

Olv.ofNdmskaBookCo. 

1074WM4rffirwl 

NatMk,VA23S08 

PAX (804) 423^9 



tyfO of (he wont ptuUons I face in deafing with the on*cafnpua bookstore Ceased 
by Dimes aodNoUoBotdc Co.) are receiving textbook infomutiofi arid get^t lUtof 
tacondngfieSInieiL 

When the (Sffereitt d^admeats ori caiDfHB turn in their tadrook ttdbn^ 
itquisitkmfiMii^Ittonceiveactqiyiiontlheon^affl^ However, ifAe 

d^aitmeal or profesior caBs or Axes the oo-eampus store, 1 receive no bifremition on the 
coune. 

bBomhig fiesboen that attend CH>U Preview (the fresbmati 
are given a tow of (teinpus by Qppetclaastncn dupeiones hired by the on^^ 
Ghaperoaestakettteiiicondagftrehnientodietm)^^^ . 

diis h the phwe to b^y flieff texbookA Tby are also 1^ to drop off lb«r sehedulm so die 
on<aoipui bookstore call box 19 died books and have them ready wlien itiey coine back 
b dre IML Ihere k no oreidkia of an oflkainpus aheinadv'e. 

I eannat grt a Ert of dte incofliing fieshttten freni die utdveisity. M|[or 
coq^onthnu, honrevre, svho are iret b £rect coinpefifion svilh du uniwnily 
and endb Slid C(mipaiile8) haw BO proUein atia^ the bfonnadon. If we had accres to 
(be incondngfkcshi^ we coitU olTw a reseivadon seivire as wdl widi a sutetandat 
wdnsiloihediuienl. 



DATE: Sqrteniber 1 7th, 1998 



TO: 



luhn*Paul deBentanlo 



FR<^f: Andrew A. Cowherd 



RE: CASBAkgislatioa 



Sincerehr, 




Manager 
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liaSouttiMaintt. 
BkielBfaui||,VA 24060 
940)0«l-4444 ' 



September 17. 1998 

John-Pwil ddenuwdo 
CASBA Le^ Counsel 



Dear Mr. deBenundo, 

At Vi^uda Tech, a state University of 25,000 studots, we, as a pivate, offTcanqiug 
bookstore are iKrtaUovMDd to sell aityboo^ school sujdies, o'cmnpiiter.eqt^an^to 
any ^udcrds receiving financial aid or scholarship mon^. This potains to any student on 
ei^r academic or athletic sdiolarship or assists^. 

I can understand die University warrting to coiitiDl fig Adrledc Dep ar t me nt dollars, but 
many of (he various Academic Sdwlardups are bom private binds, state atonies, 
oidowment emnts. etc., and 1 do not fiiiiik that tte piiwte sector duuld be excluded 
fiom servicing this grotq) of studmits just iMcause dm University warits their money to go 
thru dieir bookstore. Wo arc oompetivo in our pricing, and an individual or faganiaadon 
should be able to ~ab^** for the best value on all dieir educational needs. 

sinomely. 

Wr 

Jcaiiy Dinell 
Manager 
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A. Letter dated May 16, 1998 from Senator Lauch 
Faircloth to U.S. Secretary of Education Richard 
Riley. 



B. Letter dated June 22, 1998 from U.S. 

Department of Education representative Jeff 
Baker in reply to Senator’s Faircloth’s letter of 
May 16, 1998. 



C. Letter dated July 8, 1998 from U.S. Department 
of Education representative Jeff Baker in reply to 
an e-mail message of April 18, 1998 to President 
Clinton from Mr. Daniel Lieberman, a 
Pennsylvama off-campus bookstore owner and 
CASBA member. 




lAUCMrAIRCLOTH 

CAflaUM* 



NORtnCAnOUNA 



‘United States Senate 



WASHINQTON. OC 2051fr>€305 
Mfty 16, 1998 



Honorable Richard W. Riley 
Seeretery 

Department of Educadon 
600 Indepmideace Avenue, S.W. 

Washington, D.C. 20202 

Dear Seoetaiy Riley: 

I am wdtiog to inquire about the Department’s policies regarding the use of federal aid at 
on*Ganqnis college bookstores and college or university-issued debit, raedit and smart cards. 

You ooay recall duu I raised this question to you \dien you appeared before the Labor, HHS, 
Bducndon Subcommittee on Mar^ S. 

I am interested in fiirther information about your agency’s guidelines and would 
appredate your answering the following questions; 

1. What is the Department of Education’s policy regarding the use of student purchase vouchers 
and/or electronic creditiog at off-oampus college books^rres and other campus area businessesV ' 

2. What is the Department of Education’s polity regarding the release of college professor’s 
textbook requbcmikits to uff-cmiqius collie bookstores? 

3. Who does the Department of Education consider the primary benefidary of its federal studoit 
finandal aid - the atudents or institutions? 

4. What is the Department’s poUqy regarding student use of so-called “campus cards” - debit, 
credit, or “smart” cards? Are “campus cards” open to all on-campus and off-campus businesses? 

6. What arc the D^ortment'a plans fbr fiuther fostering competition And increasing student 
choice? . 

I wcHild appredate responses to these issues by Friday, June 13 . Thank you for your 
attention to this matter. If you have any questions please do not hesitate to contact rhriArinft 
Ifoase In my office at 224-3 154. 




Sincerdy, 
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UNITED STATES DEPARTMENT OF EDUCATION 
omce OP POsrrsBCONDAiir education 



JUN 22 1998 



Honorable Lauch Faircloth 
United States Senator 
Washington, DC 2051 0^3305 

Dear Senator Fairolotb: 

Thank you for your May 16, 1998 letter to Secretaiy Riley regarding flu use of federal aid at on> 
campus bookst^s and college and univeisi^ issued debit, er^it, and smart cards. Your letter 
has been refened to my ofRce, and I am jdeased to feqwnd. 

In your letter, you asked ^ifio questions about the U.S. Dapanment of Education's 
(Depaitmeat) policies ragging student cboiGe and common business praodoes employed by 
insduitions paitidpating in programs aufliorized by Title IV of the Hyher Educmlon Act of 
1 96S, as amended (Tifle IV, HEA). For ease of nfeience, I will i^taite flie gitai t in n s you posed 
in your letter along with the Dqimtmeot’a reopontt to each of fl^'questions. 



1. What is the DepaitDwntofEdhication’B policy legaiding flu us^of student purchase 

vouchers and or electmoic cndiflng at Gff«cainpus college boakdlmes and other campus 
area businesses? \ 

lUsponae; *nu Dqiattmeitt does nm lestrict or proUbh geoetnUy accepted bush^ 
such as giutihg oonainntt Giedit (e,g,. student punfliaae vouchen or ’Campus caids**) or flu 
esta b Ua h me n tOfmutually agreed iqunbuanessrelaflcmahipa toned bew^instinaloos and 
off<ampttfbook8toiie9 and oflier area Ini^^ The law and cunentregulatioiu allow an 

Instlturfon m use THte IV, HEA prognm hinds tt aadsfy chaigis &r tuMm a:^ fees, and room 

and board. After ^ institiilion creditt flu stndent’a aocount with Tltla IV, KBA pragmm fimds 
for fluseehaigea, any hinds nmainhig are given to flu at^^ Thetd^ flu student 
always exBioise his or her to pm^iase books and supplies hou other aourees. However, if 

the student chooses, he or dha may anew the institutian to apply those lonaiolng finds to other 
charges flu studmrt has Ineuired, including charges at onroampus bottoorei 

2 . Whm is flu DepaitnuntofEdueatioa’s polity regarding flu release of college professor’s 
rembook lequirenunts to ofF<anqnis college bookstores? 

Response: In accordance with Section i03(b) of the Department of Edueation’s Oiganizaflon 

Act (pub. L. 9848), flu Depaiimmil does not have flu ainhoriiy to regulate or oflurwlse exercise 

control over the direction, cnniculum. ot proarem of insnuetinw at postMeomlfliy 

Therefore, the Dqwtmeu does ncft tegolato m control wheflur sehoola release idfinination about 
saidmu'vcpaboakt^^ 



\ 



am wPEraaiDieE svB.. a.w. wuHMeroN. oo. 30108 



^ 19 oimiiv tqiiaii Id fAMCRton oful CO Aramqte 
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Page 2- Honorable Lan^ Fairebih 

3. Who does the Dqitftnient of Education consider die primaxy beneficiary of its fiKleral student 
financial aid-the atutots or institutions? 

Reapooic: In accordance with Section 400 of Title IV, HEA, which states that the jnupase of 
the Title IV programs is . to assist in making available the benefits of postsecondaiy 

education to eligible students (defined in accordance with section 484) in institutions of higher 
education. . . the Department considers students to be the primaxy braeficiaiy of the Title IV, 
HEA programs. However, the Department also considers partiolpa^ posts^ndoiy institutions 
to be its customers due to their role as fiduciary agents, lie Deiartmeiit works with 
participatiRg institutions to ensure diet all eligible students receive die benefits and tights 
associated widi their feeeipt of Tide IV finds. 

4. What is the Depaxtmmit’s policy Kgart^ the use of ao-called "campua cards” -debit, credit, 
or smart cards? Ate ‘‘campus cards” open to all on«eampus and off>eampua businesses? 

Response: The Department does not prohibit die use of debh, credit, or smart cards, as long as 
Title IV fimds are tnly used ID pay fiir tuition, fees, loom and board, and odier charges 
authorized by die student, and dm student has given Us or her pennisaloR to die school to hold 
TldeH^ftm^onl^ Wtobdialf If a pattidpatingnutituthm wishes to cst^di a business 
wlaiionship with on ofif-oatiqnis bufiness to provide students with books ud soppUea, it may do 
so. Similarly, offcampus businesses may e^liah business relationsUps whh schools and 
students if du^ so clio^. 

5. Wbst are ^Dqpaitmeni‘8 plans fbrfiiidier fostering cotnpeddon and inereasing student 
otoioe? 

.Response: The Department is committed to a fiiU and fidrimpleroeniatiooofdie statutory and 
regulatuy lequlremeiits relating to schools' managdneot of federal student financial old foods. 
Tlw Departmmit believes that the reoendy implemented cash managenmat regulations balance the 

need for consumer protecdon widi die 01 ^ ^ flexibility in nuMUnS ^ 

I hope diis information is useflii to you in better understsnding die Dq»itment*s position in this 
QiAtter. 



'i 



Sincerely. 




JeffBa 

Policy Devdtroment Division 
Stnd^ Finan^ Assistance Programs 
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UNITED STATES DQ*AR1MENr OF EDUCATION 
(»ncs OP rosiseoaiDAnr Eotx^^ 

Mr. Panid Liobennan bi _o BOft 

4S04 Adams Court 

Cbester Springs, Pennsylvania 19423 

Dear Mr. Liebennan: ' 

Thanlc you for the April 18, 1998 electronic mail message to President Clinton, which requested 
to meet with hnn to discuss waste and abuse uf laaqMyca’ foods in the fodetol studaxt financial 
aidprogtams; Unfortunately, the President is unable to noeet with you personally, but die White 
House has referred your concerns to die U.S. Dcparttnoit of Question’s (Dqjartmerd:) Student 
Financial -Aasiaronoe Progcanis. I am pleased to reqxind on behalf of the Department 

In your message to the President, you allege duu souknta me forced to putdiasc tfacir books and 
cither siqmlies at bookstewes owned by institulions participating in programs authorized by Title 
IV oftimlfigherEducalioD Act of 1965, as amended (ntle IV, Hl^). Fedetallawand 
regulations allow an institution to use Tide IV, HBA program finds to mtisly chat^is £br tuition 
and fees, and room and board. Howevo;afim dm iristitudon credits the student’s account undi 
Tide IV, HEA program furris far Omse charges, aiyflitids remaining are ipvcu to tin student . 
Therethie, a student is always fiee to purdiase Ids or hn books snd so|q>lies fix>m <^ier sources, 
ifheorsimehoosestodoso. Furdiennorie,dwDepatbnentdoesnotteriiietorprohildtthe 

HM inhUtiliiweiit tif-mutiially agraod upon hudnflaa r dationdiip a fanned hetwaan iniUitiitiQna and 
off^canqius bookstores. Thoefore, if a patdt^ndngiristitudon wishes to establirii a business 
lelaidonribdp w^ art ojGf>«aoqnis bookstoro to ]^vide stoderits wtdi booia and siqipUcs it may do 
so. Similaily.offcaiiqinsbMkstoresrnQresbddidi business rcMonsdi^widisd^ 
students if tfa^ so choose. 

While you do not qiedfically state how students are “forced’* to biqr reqmied course naaterials 
fiom die on*canipos bodcstores, I would like to clarify diat Insthudoos are qieclfically piulubited 
BxmjuiBg a stodent^s Title IV, HEA program fimds to pay fiu books, equipinent, and snpplies 
widmtoibestodl^'seaqiresswri^ttenpeaiu^ The r^ulaidons also spedficr^y 

problbh an Iqaritudoa foom zequiiiug or cocidog a studora to provide written authorization to 
hold a student's fimds <u to tq^y those fimds to cdier charges. 

Please test assured die Department is cnimnitted to a full and fidr implementation of die statutory 
atd regulatory requiremaitsreiatiiig to sdiools’ manageomot of fod^ student financial aid 
fimrfa I hope the ej^lanatlon I bnve provided offocfodctal laws and tegulafionsgoveming a 
participating institution’ s use of Title IV fimds eases your concern that tiu Dqiartment is not 
adequately protecting a studrail’s rights and responsibilities. 




eeo 






r CfM Motteci. 
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Page 2-Mr. Uaoiel Lieberman 

If you have specific documeatatioh that an izistitutibh is ^ioiating federal lav^ and regulations, 
please contact the Office of the Inspector Qenetal’s Hotline at 1*800-MIS*USED. 

Sincerely^. 

Policy Devolopiueul Division 
Student Financial Assistance Programs 
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APPENDIX 

III 



Sample student responses to surveys 
concerning on-campus monopolies 



- Pennsylvania 

- Southwest Missouri State University 
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Student/ Parent Voices 
of Pennsylvania 

Feedback on tbe cost of textbooks from 
Fezme^lvanla college students and their &xnllles. 



PenuB^vanla Students and their ftmUles eontlnuaUy hatae t^ ever-inoreasind codto of a college education. A frustrating area f 
concern that needs to he addressed is the high cost of textbooks. Many campuses enjqy monopoUes and exduslvely sell texthor i 
and other supplies to students and their famiiimi When sudi a monopoly exists, husliiesses can charge exorbitant prices for th ^ ? 
^ goods because consumers have no other purchasing ^itionB. Essentially, "there's only one game in town". 



The mdst« uce of ofTcampus booketores is fbndamentsd to the preservation of the studanta* right of oh^oe, the prevention of 
monopoUstlo and the creation of a competitive environment that benefits consixmers with lower prices and bet:?r 

services. 



Yet many of these offcampus competitors do not enjoy the benefit of competing In an equitable, £alr, and open marketpU: 
There are xn&ny disadvantages that off-oampus stores endure in order to offer their services to students. It is in the best Intexi^tt 
of all students, fiunilles. tax payers, and erven the universities to malDB sure that off-campus competitors be protected from unfr ! : 
competition. 



*/ understand these pidno/ptles and would like to gfvsyou xayopinloos and feedback on how you can he^pjmeserve n\y ahil^y 'o 
choose." 



lagree 



"'Baidh university In Penneiytvanla that receives state funding shoiald be required to mahe aU 
professors' olassroozn. textbocth/sui^pily requirements accessible to the pubUo so that any 
hotikBtore access information and be able to sell those titles/supplies. 



lagree 

— qn^A current system of allocating student's financial _ald, scholarship, or. grant monies fcr 

Q — school supidles does not allow a student to spdnd their state or federal allocated money whevs 

they would like to. Student's are Ibroed to buy their boohs on campus and do not have a oholci!. 
All universities In Pennsylvania should be prohibited from taking away students* right *.? 
. choohe where to spend the money allooated to them. Competing stores should not be out out :i 
the process so that students are fbroed to pey higher prices, especially when they are spending 
the government's money. 



Signature 




Date:_ 



Print Name: ^ Sc SahooURUone *■. 2^^ 

Student or jparent oomments on textbooks, financial aid, or unfMr competition: 

k r7?\/C. 
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Sbudent/ Parent Voices 
of Pennsylvania 

Feedba^dc ozx 12ie cost of tazCbooks ^ 
Pennsylvania ooUsgs students and their &mllies. 



PenxiQylVBiila Students siid tbslr flunlUss fonttnufUly battle Ills evsr-lncieastnd costs of a oduc a tt o n. A frustrattn^ aisa * f 

concern that needs to be sddjressed is the hl^h cost of textbooks. Usny oamimses ei\}p7 m o n opol leff sad exdusivQly sell textbor ' i 
Bx^ other supidles to studedts and their forollies. When such a monopoilly exists, huslnssses «yii M*wtA.nt prides fbr th**.? 

i^oods because oonsmnera have no other piipehaslii^ opttonfl. Ragntifti^ only In 



The existence of offcampus bookstores is fundamental to the preservation of the students' right of «h**t*^, the pievention of 
monopo l i s ti c markrtplaces , and the creation of a competitive environment benefits oonsumsrs with lower prices better 

services. 



Tet many of these off'Campus competitors do not edfoy the benefit of competing in an equitable, ftlr, and open marketpla;s. 
There are many disadvantages that off*camFus stores enduzelnorder to offer tluir services to students. It is in the best interest 
of aU students, fiunilies, tax pao^, and even the universlttes to make sure that off'Campus competitors he protected from un&.'r 

competltlQn. 



"J understand these prlna(pto gnd would like to gtvoyou tqy opinions and fyedbaek on howyou can he^ptresarvo n^y shii^y j 
choose* 



lagree 

lagree 



Bahh untversitgr in Pennsytvanla that reoetves state fttzuSlog ahould be required to iwava eU 
professors' olassroom textbook/supply requirements to the pubUo so any 

bookstore can aoo e ss this iuftwmAtftm and be able to sell i 



ourrant synstem of all ooa ting studfent^ nwnyintej atid^ «wthrtiAyflMp^ or grant rnrmit*a 
acOiool supplies does not allow a student to gpend their state or feds^ xnongy wbe:*3 

they would like to. Btudeot's are fixreedtpbqythelr boolks on oasnpus And a Oholci-. 

All universities in Benngptvaxila should be prohibited feozn tniciwg avra^ students' right *. 3 
choose where to siiend the money allocated to them. O ewnpatiTig atm»t>a not be cut out :f 

thaporooessso that students ore Ibreed to pay higher prices, especially when they are spending 
ttie govtamment's money. 



SlgDature: 




Date: 






Print Name 






, Sohodl Phone #: 



Cjn^ bl7-^t>HS 



student or parent comments on textbooks, flriA«<HAi aid, or unfidr oompetltlon: 

^rtCfeS aV laot>tCg>Vftro 6ic4ifc<^y 

W^\n • V>U>^kc.ck ^e\Cc.l‘<^ Ceftt o,«<>aw>NV 

v*/& (^Y . ■ 
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Student /Parent Voices 
of Pennsylvania 

Feedt)a6k on ttie cost of textbooks firom 
FezinGsylvBnia college students and their &mUies. 



Penx^TivanlaStudenta and their famlliea conttnually battle tb& ever»increaain^ costa of acoUege education. A firuatrating area. * t 
concern that needs to be addressed U tto hl^ coat of textbooks. Many campuses ehloy monopolies and exclusively sell textbo:' ^ 
and other supplies to studeiSts and their l^mdlies. 'When such a mono|X)]y exists, businesses can charge exorbitant prices for th^ v 
goods because consumers have no other purchasing options. Essentially, ‘there's only one game in town". 



The existence of offosunpxis bookstores is hmdamental to the preservation of the students' right of clioice, the prevenUon of 
monopolistio marketplaces, and the creation of a competitive environment that benefits consumers with lower pric^ and bei:?r 
services. 

Yet many .of theae offoampua competitors do not ex\]oy the benefit of competing in an equitable, fair, and open marketple: 3. 
There are many disadvantages that offoampus stores endure in order to offer their services to students. It U in the best intermit 
of all students, &milies, tax payers, and even the universities to make sure that ojGToampus competitors be protected from unfr ! ? 
competition. 



"X understand these principles and would like to give you my opinions and feedback on how you can help preserve my ability ' o 
choose." 



lagree 



[F 

a^ee 



Each university In Pennsylvania that receives state funding should he required to make e.U 
professors' classroom textbook/supply requirements accessible to the public so that any 
bookstore can access this Inlbnnatlon and be able to sell those titles/supplles. 

The. current system of allocating student's finanolal ald, scholarship, or grant monies for 
school supplies does not allow a student to spend their state or federal allocated monsy whev^s 
they would Hke to. Student's are ibrced to buy their hooks on campus and do not have a choic e. 
All universities In Pennsylvania should be pEroblblted from taking away students* right .3 
ohoose where to spend the money allocated to them. Oomx>etilng stores should not be cut out ■ 
the prooeaa so that students are feroed to pay higher prices, espeolally when they are spending 
the gcfvernment's monsy. 



BUmxxij[ kjyU(lfl ! l/j r i?/? >^7/VV/Pjg ^ /9^7 

Print Name: Bchool Phone #; 



Student or parent comments on textbooks, financial aid, or unfair competition: 



.V IwluAte. /a .JirnttLi.-- Cumcnun onn rAj^jLlrLii 

\t/qe/)\ ^eiX A mi 

a WP6klb. myt } ■ 7/nvA//tP., A/iA/>UJ ci' O/l a cJhA. u^rludL — 



i JA W£6Klb 
dtA/iU ’/ J\Qa/< On J4 

Jlha/u^^ JMaa 



'|^ Jp/iri (T)U /W'r j\At>LMA 

. .J/J //Ijyi n f/'trK J uj/ oBill ^t/neJLS_, '4kjL 



u^rludL 



A , jtha'n . . //J/Jijyi n f/tou ia)/ oiiuL, QitineJiy, '4kjij 

4(9.Aiie/id. MU dmdajjj OuikiAJL -thf \/ n\i 4f\.. Mc 



.^ OfijU^d. MU DMMJij VUthAJL lAJ&jd /hJ 4\ 

m msKF 70 spEUd My 



^AL. 

'0 cMi 






fJAs -m£ ^mri6 WLL me )Mhbk^ to spEhit mv SAefJBb 

M6ki£Y }{} Md 6kifr! hfd^ f}jm JM\( fyiAwh. .1 h/mM- a •t- 

.-/ fiOtAj ‘’W’ dJiL ceA/^/ujOhJL jdae-, J'Jl .tfijund tvai /Aj 

/ithxAM. Unlvttsi^ f' 'JcTL /»te 
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Student/Parent Voices 
of Pennsylvania 

Feedback on the cost of textbooks from 
Fezmeylvanla college students and their jSsunllies. 

PeimByWanla StudeaU and their famlUea continually tetUe the everdneteaslnd costa of a college education. A ihistraUng area ' t 
concern that needs to he addressed is the high cost of textbooks. Many campuses exvJoy monopolies and exclusively sell textbo: | 
and other supplies to students and their femUles. When such a monopoly exists, businesses can diarge exorbitant prices for th^v 
goods because consumers have no other. purchasing options. Essentially, "there's only one game In town". 

The of ofifcampus bookstoi^ Is fundamental to the preservation of the students' tight of choics, the preventton of 

marketplaces, azid the creation of a compeUUva environment that benefits consumers with lower prices and bei;?r 

services. 

7et of these ofifcampus competitors do not ei\Joy the benefit of competing In an equitable, fair, and open marketple::. 
There an many disadvantages that ofF-campus stor^ endure In order to offer their services to students. It Is In the best lnten*xt j 
of all students, famniM tax payers, and erven the universities to make sure that ofToampus competitors be protected fiom unfr! r 
competition. . ! 

*/ understand these prtiotples and would Wcb to gtra you my qplnlone and Aedbaok on haw you can help preserve my ability :o 
choose." * 

Eadh unlversiiy In Pennayivanla that receives state funding should he required to make ell 
professors' classroom textbook/supply requirements aooessihle to the publlo so . that any 
bookstore aooese infionnatlon and be able to eell those ttOjes/suppUes. 

The current system of. allocating student's finyidal aid , scholarship, or grant m^es for 
school supidies does not allow a student to spend tiielr state or Ihderal allocated mOney whev' 9 
they would lUfQ to. Student's are ibroed to buy their books on campus and do not have a oholc c. « 
All xmlverslties In Pennsylvania should be prohibited firom taking away students* right \r: 
choose where to spend the money allocated to them. Competing storee should not be out out 
the process so that students are fbroed to pay higher prloea, esi)eola]ly whan thqy are spending 
the govemment'6 money. 



lagree 



Signal 



Date: 1^- lH7 



Print Name: aihooi Phone 

Student or parent comments on textbooks, financial aid, or unfair competition: 

A lLjlJ D l/VV^/rY)Bf)Mu (a 7) I.c/u^l4 

I/] ^4 nAff)c(4r\ (AVWi p 

^.1 j \j uJhfAj^ 



SiLppfjt . 

^ irAOi J cJ/^ntofA ,\u>xS^. \m , ted 'Pl .. h lUjA 



S^/^c U 

^ \iAf\ (pWiAfA-flAJiy' klUd 

(XAX y^ppAkJr. 
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„ui..«itv bos developed » 
(Inferred piytnent pl>" ‘ ^-cMPpus Stores sbOoW be 

ciemt program. As a student. I should be able to exercis 
my options when purchasing books, thus preserving 
competition and fair prices. 
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1998 Report: 

“Straight Talk About Cbllege Costs & Prices” 

Compiled by the Campus Area Small Business Alliance 
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CASBA 

One Tweh'C Tr>on Plaza 
Suite 1010 

Chariotte,N.C 28284 
Telephone: (704)372-3333 
FAX: (704) 372-^338 

CiPUS AREA Sill BUSINESS ALLIANCE 




To whom it may concern. 



The attached copy of die Advance Copy of the report, "Straight Talk 
About College Costs And Prices", was reproduced by The Campus 
Area Small Business Alliance, "CASBA". This report supplements the 
testimony of William Gray, National Chairman of CASBA, before the 
United States Senate Small Business Committee on September 24, 1998. 

His testimony is to be given in support of S.2490, The College Costs 
Savings Act of 1998 introduced by the Honorable Lauch Faircloth. 



Submitted by: 

John-Paul de Bernardo, Counsel 

The Campus Area Small Business Alliance 

September 21, 1998 
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Straight Talk About 
College Costs and 
Prices 



Rqwrtof 

The National Commission on the Cost of Higher Education 
January 1998 
Advance Copy 



Public Law W5~J8 creating the National Commssion on Con ^ Higher Education retires 

*‘any recommendation . . . made by the . Commission to the President and the Congress [be] 
adopted by a majority of the Commission who are present and voting members. ** ' The Commission 
will meet on January 2 1*', 7998 . to vote on this report and the recommendations contained in it. 
Until this vote has occurred, this document remainsd staff drafi prepared for the Commission's 
consideration. 
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Letter OF Transmittal 



January 1998 



The Honorable William Jefferson Clinton 
President of the United States 

The Honorable Albert Gore 
President 

United States Senate 

The Honorable Newt Gingrich 
Speaker 

United States House of Representatives 
Gentlemen: 

Public Law 105-18 (Tide IV, Cost of Higher Education Review, 1997) established the 
National Comrhission on the Cost of Higher Education as an independent advisory body and 
called for a comprehensive review of college costs and prices. 

The legislation created an 1 1 -member Cormnission — three each to be appointed by the 
Speaker of the House of Representatives and the Majority Leader of the U.S. Senate; two each to 
be appointed by the Minority Leader of the House and the Minority Leader of the Senate: and one 
to be appointed by the Secretary of Educ^on. 

Noting that public concern about college affordability was at a 30-year high and that 
tuition increases at four-year public institutions had outpaced growth in median household 
income and the cost of consumer goods since 1980, the statute directed the Commission to 
submit a report to the President and Congress by February 1998. We are pleased to submit this 
final report 

Our Congressional charter asked that we examine eleven specific factors related to costs. 
These included: 



iii 
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1 . Thejiicrease in tuition compared with other commodities and services. 

2. Innovative method of r^ucing or stabilizing tuition. 

3. Trends in college and uiiivereity adminKtrative costs, including administrative 
staffing, ratio of adniinistrative staff to instructors, ratio of administrative staff to 
stud^ts, reniuneration of administrative staff, and remuneration of college and 
university presidents and chancellors. ' 

4. Trends in faculty woddoad and remunoatidh (including the use of adjunct faculty); 
faculty-to-student ratios; number df hours spent in the classroom by faculty; wd 
tenure practices, and the impact of such trends on tuition. 

5. Trends in the construction and renovation of academic and other collegiate facilities, 
the modernization of facilities to access and utilize new technologies, and the impact 
of such trends on tuition. 

6. The extent to which increases in ihstitiibohal financial aid and tuition discounting 
have effected tuition increases, including the demographics of students receiving such 
aid, the extent to which such aid is provided to students with limits need in order to 
attract such students to particular institutions of major fields of study, and the extent 
to which Federal financial aid, including loan aid, has been used to offset such 
increases. 

7. The extent to which Federal, state and local laws, reflations or other mandates 
contribute to increasing tuition, and recbmirieiidations on reducing those mandates. 

8. The establishment of a mechanism for a more timely and widespread distribution of 
data on tuition trends and other costs of operating colleges and universities. 

9. The extent to which student financial sad programs have contributed to changes in 
tuition. 

10. Trends in state fiscal policies that have affected college costs.' 

1 1. The adequacy of existing Federal and state financial aid programs in meeting the 
costs of attending colleges and universities. 



Despite our brief tenure, we had little difficulty reaching broad agreement on major 
themes and directions. We believe that it is time for straight talk about college expenses and that 
the distinction between cost and price must be recognized and respected. By “cost” we mean the 
expense an institution of higher ^ucation bears to deliver education to a student; by “price” we 
mean the portion of those costs students and families are asked to pay. Against that backdrop, 
the conclusions in this docupient speak for themselves: 

> The United States has a world-class system of higher education, and a college degree 
has become a key requirement for economic success in today's world. 

^ This Commission is convinced that American higher education remains an 
extraordinary value. 

^ Institutions, families and students, and other patrons share responsibility for 
maintaining quality and reducing costs. 

Tuition price controls will not work and would be destructive of academic quality in 
higher education. 

> Nevertheless, the Commission is also deeply, concerned that most academic 
institutions have permitted a veil of obscurity to settle over their financial operations 
and many have yet to take seriously basic strategies for reducing their costs. 
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> Unless academic institutions attend to these problems now« policymakers at both the 
state and Federal levels could impose unilat^ solutions thk are likely to be heavy- 
handed and regulatory. 

To deal with these concerns, this report presents a five-part ainion agenda. The 
Commission*s recommendations, several dozen in all, emphasize shared re^nsibility to 
(1) strengthen instinittond cost control; (2) improve nuuket informadon and public 
accountability; (3) deregulate higher education; (4) rethink accreditation; wd (5) eiUiance and 
simplify Federal student aid. 

We have beoi straightforward in our discussions with each other and in our 
reconunendations about what needs to be done. We are unanimous in supporting the broad 
themes and recommendations in this document. 

We want to thank each of you for your confidence that we could complete this 
challenging assignment Your support helped us complete the task on schedule. 

Finally, we want to acknowledge the work of our staff, under the able leadership of its 
executive director, Bruno Manno, which unfailingly served us well. 



. William E. Trouttf Chairman Barry MonitZy Vice Chairman 



Martin Anderson Walter E* Massey 



Jonathan A* Brown Frances M« Norris 



Robert V, Bums Blanche M. Touhill 



Clare M, Cotton George W. Waldner 



William D* Hansen 
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Straight Talk About College Costs and Prices 



The phenomenon of rising college tuition evokes a public reaction that is sometimes 
compared to the **sticker shock’* of buying a new car. Although this reference to automobile 
prices may irritate some within the higher education community, it serves to remind all of us that 
higher education is a product, a service bought and paid for. like others. 

Rising college tuitions are real. In the 20 years between 1976 and 1996, the average 
tuition at public universities increased from $642 to $3,151 and the average tuition at private 
universities increased from $2,881 to $15,581. Tuitions at public two-year colleges, the least 
expensive of all types of institutions, increased from an average of $245 to $1,245 during this 
period.^ 



Public anxiety about college prices has risen along with increases in tuition. It is now on 
the order of anxiety about how to pay for health care or housing, or cover the expenses of taking 
care of an elderly relative.' Financing a college education is a serious and troublesome matter to 
the American people. 

Each member of this Conunission understand this anxiety. We treat it seriously. We do 
not take lightly the public concern generated by increases in tuition. Worry about college prices, 
the difficulty of planning for them, and the amount of debt they entail dominated a discussion 
group of parents convent by the Commission in Nashville in November 1997. Members of the 
Commission are equally convinced that if this public concern continues, and if colleges and 
universities do not take steps to reduce their costs, policymakers at the F^ral and state levels 
will intervene and take up the task.for them. 

What concerns this Commission is the possibility that continued inattention to issues of 
cost and price threatens to create a gulf of ill will between institutions of higher education and the 
public they serve. We believe that such a development would be dangerous for higher education 
and the larger society. 

In the end, academic institutions must be affordable and more accountable. The 
Commission is worried that many academic institutions have not seriously confronted the basic 
issues involved with reducing their costs — and that most of them have also permitted a veil of 
obscurity to settle over their basic financial operations. 

This report addresses these issues. It provides straight talk about college costs and about 
college prices. While this Commission’s ultimate goal is ensuring the affordability of higher 
education, achieving that goal requires an understanding of what it costs colleges and universities 
to educate students, the prices academic institutions charge students to attend, and the 
relationship between the two. Moreover, the role of financial aid is considered since many 
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students do not pay the full price they arc charged for their education. This report, therefore, is 
divided into three main sections: the first provides a review of significant facts about higher 
education and the current situation with regard to higher education costs and prices. The second 
outlines our review and assessment of the txmjor reasons advanced for increases in college costs 
and prices. The third presents our convictions about the college cost smd price crisis aiul our 
reconunendations to keep higher education affordable. 



The diversi^ of American higher education is unequaled in the world and is, without 
question, one of this nation's great strengths. Approximately 3,700 not-for-profit colleges and 
universities which vary in terms of sire, geography, sector, selectivity, and mission comprise the 
academic spectrum: flagship state universiti^ expanding the boundaries of hiinian knowledge; 
four-year public institutions providing access at very low prices; priv^ universities, many of 
them among the mc^t prestigious in the world; libe^ arts bolleges proud of their tradition of 
encouraging intellectual development in small, intimate settings; and two-year conununity 
colleges offering everything from high school and transfer programs to retirement pl anni ng and 
technical training. 

Although there are more private colleges and universities than public ones, more than 
three quarters (78 percent) of all students — and 81 ^rcent of all undngraduates — are enrolled 
in public two- and four-year institutions. In recent years, the number of part-time students has 
increased substantially. Indeed, the student profile has changed radically in recent decades 
profoundly affecting the way colleges look at and do their jbbs. In addition to the traditional 18- 
to-22 year-old full-time students, higher education enrollments now include large numbers of 
older, married individuals, many of them parents, with limited means, demanding personal 
schedules, and a tendency to move in wd out of the student population on a part-time basis. 
Current students are the most racially and ethnically diverse group ever serv^ by any nation's 
system of higher education. A high percentage of these students, including many undergraduates, 
arc financially independent of their parents. In fact, the percentage of undergraduates enrolled 
part-time increased from 28 percent of all enrollments (two- and four-year) in 1980 to 42 percent 
in 1 994, with the greatest concentration of part-time students in two-year institutions. (See Table 
I.) 



Facts about Higher Education, Its Cost, and Its Price 
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Table 1 : Number of Institutions and Enrollment 
by Status and Age;' by Type of Institution 



r 


Public 


Private 


Total 


1 


Four*year 


Two-year 


Four-year . 


. Two-year 




1 Number of Institutions' 


608 


1,047 


1,636 


415 


3,706 


pTotal Enrollments 
1 (thousands)^ 


5,825 


5,308 


2,824 


221 


14,279 


I Full-time (thousands) 


4,065 


1,885 


2,041 


146 


8,138 1 


1 Part-time (thousands) 


1.760 


3,423 


1.760 


75 


6,141 1 


n^ercent Undergraduate 
1 Enrollment 


80% 


100% 


72% 


100% 


86% \ 



Source: Digest irf Education Statistics, J996, Tables 237, 192, 194, and 174. 
^ J 995-96 Academic year 
^ FalU994 



The diversity within American higher education is also reflected in the prices institutions 
charge students to attend. The average undergraduate tuition ranged from SI, 245 in public two- 
year colleges in the Fall of 1996 to $15,581 in private universities. Tuition, however, generally 
does not cover the full cost of the students* education. This means that a// students — both those 
in public and private institutions — receive a subsidy. 

Posted tuition does not incliide other education-related costs borne by students such as 
books, special-laboratory fees, and living expenses (room and board if living on campus^ or rent 
or related housing costs if the student lives off campus). Furtherrhore, for a large percentage of 
students and families, the price actually paid to attend college bears little resemblance to the 
tuition charged and other education-related expenses. TTiis occurs because many students receive 
some form of financial aid (See Table 2.) In 1995-96, for example, 80 percent of full-time 
undergraduates at private four-year institutions (and 70 percent of part-time students) received 
aid. For public four-year institutions, 66 and 48 percent respectively received aid, and for two- 
year institutions, 63 and 36 percent. 

Finally, since financial aid awards are often based on financial need, studeiits from lower 
income families tend to pay less to attend the same institution as students from higher income 
families. In 1995-96, full-time undergraduates who were financially dependent on their parents 
and whose family incomes were less than $40,000 paid, on average, $5,412 to attend a public 
university (this estimate subtracts all financial aid awards from tuition and other education- 
related expenses). Undergraduates whose family incomes exceeded $80,000 paid almost twice as 
much, $10,376. Indeed, while much of the public attention focuses on increases in tuition, 
tuition is but one element of the price of attending college. 
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Table 2: Percentage of Undergraduates Receiving 
Rnancial Aidi by Type of Institution: 1995-86 





Piriillc 


Private 




Fouryear 


TW6-y«ar 


Four-year 


Two-year 




1%) 


(%) 


(%) 




Fuil*Time Students 










Percent receiving any financial aid 


66 


63 


80 


82 


Percent receiving grants 


49 


44 


72 


63 


Percent obtaining loans 


45 


16 


57 


56 


Percent paittoioatina In work-study 


B 


6 


26 


6 


Part-Time Students 










Percent receiving any financtal aid 


48 


36 


70 


49 


Percent receiving grants 


34 


31 


47 


34 


Percent obtaining loans 


30 


8 


29 


30 


Percertt paiticipatina in work-study 


4 


1 


4 


0 



Source: National Postsecoridary Student Aid Study, 1996, 

Note: Percents for specie types of financial aid do not siim to the percent receiving any financial aid because 
students often receive more than one form cf aid. 



Defining Terms and the Scope of Our Review 

Understanding the Commission’s review of costs and prices requires defining terms such 
as cast, price, and generalsubsidy. Defining these terms is not just a technical sidenote, of 
interest only to policy analysts; a major semantic challenge exists in our national discussion of 
college costs. The term.*’cost’ris used interchangeably to mean at least four different things: it 
can mean the production cost, or the cost of delivering educatidn to a single student. It can also 
mean the ’’sticker^’ price, or the posted nominal price students are asked to pay in tuition and 
fees. It is also used to describe the cost to the student to attend college : — including not just 
tuition and fees, but room, board, books, supplies, and transportation. Finally, it can mean the 
net price paid by the student after financial aid awards are subtracted from the full cost to the 
student. 

Despite their obvious differences, these different concepts are often discussed as if they 
were the same thing. This Commission believes the confusion arising from the careless use of 
these terms — as well as inattention within higher education to the relationships between cost 
and price — to be so serious that we have devoted considerable time and attention to 
distinguishing among them. 

It is important to make a clear distinction between expenditures that institutions incur in 
order to provide education (costs) and expenses that students and families face (prices). 
Furthermore, there is another factor not considered in most conversations on these issues: what 
students pay is not the total cost of education. There is a general subsidy that goes to all 
students, regardless of the institution they attend or whether they receive any financial aid. 
Therefore, the Commission makes a major effort to define its terms carefully, and to use the 
terms “cosC “price,” and “subsidy” consistently. (See Figure 1.) 
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Hgure 1: Definitions of Cost, Price, and General Subsidy 



Costs: What institutions spend to provide education and related educational services to students 

> Cost per student: The average amourit spent annually to provide education and related 
services to each full’time equivalent student 



Price: What students and their feunilies are charged and what they pay 

> Sticker price: The tuition and fees that institutions charge 

> Total price of attendance: The tuition and fees that Institutions charge students as well as 
other expenses related to obtaining a higher education. These expenses could include 
housing (room and board if the student lives on campus, or rent or related housing costs if 
the student does not live on campus), books, transportation, etc. (This term typically is 
referred to by other higher education analysts as the "cost of attendance.”) 

> Net price: What students pay after financial aid is subtracted from the total price of 
attendance. Rnancial aid comes in different forms: grants are scholarships or "gifts” to the 
student that do not have to be repaid; loans are borrowed money that must be paid back, 
typically after the student leaves schc^; wo/k study entails working to receive financial 
assistance. Because of the veiy different nature of grants vs. loans and work study, the 
Commission uses two differerrt concepts of net price: 

• The first measure subtracts only grants from the total price of attendance. This 

— concept provides a measure dl affordability, or the.amount ofmoney a student 

actually pays to attend college. 

• The second measure subtracts a// /7nancfa/a/of awarded — grants, loans, and work 
study — from the total price of attendance, to measure the amount of money a 
student needs In order to errter the college or university. This concept provides a 
measure of access, because, even though loans must be repaid, they allow a 
student to attend college, just like car loans allow many to buy a car who otherwise 
may not be able to afford one. 



General Subsidy: The difference between the cost to the institution of providing an education ("cost per 
student”) and the tuition and fees charged to students ("sticker price”). Students who attend institutions 
of higher education, regardless of whether they attend public or private colleges or universities, or 
whether they receive financial aid. typically receive a general subsidy. This general subsidy does not 
include subsidies some students receive from scholarships and other types of financial aid. 



The Commission has also found that the traditional disregard of capital assets in 
discussions of educational expenditures is a major barrier to understanding the true costs of 
higher education. For this reason, the Commission has included capital expenditures in its 
estimates of the cost of education per student, and urges all colleges and universities to include 
its capital expenditures when estimating the cost of educating students. 
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The Commission also struggled with ways to classify and present the approximately 
3,700 not-for-pront colleges and universities so as best to capture their diversity and character. 

In discussions of price, certainly the most important distinction to be made is that between 
private and public institutions. Because the nation’s public colleges and universities receive 
considerable, but varying, support from the states in which they are located, tuitions m public 
institutions are typic^ly much lower than those at private institutions. And, tuitions at public 
two-year colleges tend to be even lower than those at four-year institutions. 

For the sake of simplicity, and given available data and their limitations, our analysis 
presents findings for three groups of institutions: public four-year colleges and universities; 
private four-year colleges and universities; and public two-year colleges (often referred to as 
community colleges). Moreover, our analysis is limited to one category of students — full-time 
undergraduates who are financially depen^nt on their parents and who attend schools in the not- 
for-profit sector. 

Of course, the Commission understands the limitations in its work. There are many ways 
to group institutions of higher education and the categories chosen do not reflect all institutions: 
it does not consider proprietary (i.e., profit-making) institutions. It also knows that it is not only 
full-time dependent undergraduates who experience difficulty covering their expenses. The 
Commission is concerned about students experiencing financial difficulty, whatever their status 
and wherever they go to school. However, given available data and their limitations, the 
Commission feels most confident drawing conclusions about full-time undergraduates in the not- 
for-profit sector using these institutional categories. 

Trends in Costs, Prices, and Subsidies 

Although most public discussion of the affordability of higher education focuses on 
tuition charges and increases, tuition (i.e., “sticker price”) is but one component of the college 
cost/price picture. As noted, the total price (tuition plus other educational expenses), net price, 
and instructional cost per student — and the complex interrelationships among these concepts — 
should all be included in discussions of why the price of attending college may be increasing. 
Below we present what we have learned alraut costs, prices, and generalized subsidy for our three 
types of institutions and how they have changed over time. (See Figure 2.) 

Public four-year colleges and universities. Between 1987 and 1996,^ the instructional 
cost per student increased from $7,922, on average, to $12,416, an increase of 57 percent. 

Etering this same period, the sticker price increased considerably faster, 132 percent, from an 
average of $1 ,688 to $3,91 8. The general subsidy, which averaged $6,234 in 1987, increased 36 
percent, to approximately $8,500 in 1996. Thus, the sticker price, or tuition, increased much 
faster than either instructional costs or the subsidy. During part of this period — between fiscal 
years 1990-91 and 1992-93 — state sq)propriation$ in 16 states declined and tuitions in many of 
these states increased much higher than in previous years. In most of these states, appropriations 
began to increase again in 1994. Thus, declines in st^ appropriations to higher education 
during a small portion of this period cannot totally account for the rate at which public four-year 
tuitions rose between 1987 and 1996. In public four-year colleges and universities, the 
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percentage of total student costs covered by the general subsidy declined from 79 perboit to 68 
percent 

Private foiu>year colleges and univcsritles. In these institutions, the cost per student 
increased between 1987 and 1996 from an average of $10.01 1 to $18,387. This repre^nts a 69 
percent increase. Tuition, or sticker price, increased by 99 percent — lower in percentage terms 
than for the public four-year colleges, but higher in real-money terms because of the hi^r base, 
from $6,665 to $13,250. Even in the private sector, the percentage of per-stiident costs covered 
by the general subsidy declined by 1 1 percentage points, firoiii 39 percent in 1987 to 28 percent in 
1996. The Commission does not understand the sources of subsidies in private institutions as 
well as it does subsidies in public institutions; endowment income cannot be a conq)lete 
explanation since it only represents a significant contribution to a relatively small number of 
colleges and universities. 

Public two-year colleges. For these institutions, total costs per student increased by 52 
percent b^een 1987 and 1996, from an average of $5,197 to $7,916. Sticker prices increased 
85 percent, from $7 1 0 to $ 1 ,3 1 6. Similar to the situation for public four-year colleges and 
universities, subsidies to public two-year colleges declined for part of this period. Among all 
three institutional types, the decrease in the general subsidy was lowest for public two-year 
colleges; here the percentage of total costs covered by the general subsidy declined only from 86 
to 83 percent 

In all th^ institution^ categories, tuition (or sticker price) increased faster than cost per 
student between 1987 and 1996. It may be tempting to conclude that institutions acted 
irresponsibly, by charging students and their families higher tuition but not spending the 
additional revenue to improve or maintain the quality of the education provided. However, 
tuition is not the sole source of institutional revenue, and if other revenues declined, institutions 
may have been forced to increase their tuition revenue. We know that state appropriations to 
public higher education declined during part of this period and tuitions in many state institutions 
escalated even faster at that time. At best we can conclude that tuition s^)pears to have increased 
faster than institutional costs in all types of colleges and universities. We believe that institutions 
themselves should explain to the public why this occurs. 

Trends in College Affordability 

The above discussion sheds light on the relationship between trends in higher education 
costs and sticker prices; however, it says little about the affordability of higher education for 
those who pay for it If tuition had doubled over the past decade but incomes tripled during that 
same time, the general public may not be neariy as concerned about the affordability of higher 
education. However, the fact is that by two common measures of income — median household 
income and per capita disposable income — college tuition increased faster than income. 

Before turning to a comparison of tuition and income, it is important to reiterate that a 
discussion of college affordability must luxount for the fact that many students do not pay the 
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total price to attend college. Not only does total price not reflect the full cost of higher education, 
because of the subsidies described a^ve^ mmy stu^te do not pay the total price of attendance, 
because they receive financial aid. A discussion of college affordability, therefore, must examine 
the prices that students actually pay for their education (i.e., after financial aid), which we refer 
to in this report as the Iter price. 

Income and nf^ price. Two calculations of net price are presented here since they 
represent two fairiy different concepts. The first calculation only subtracts grants from the total 
pribe. The result represents a measure of affordability, the actual amount a student has to pay. 

The second calculadon subtracts all financial aid (gnmts, loans, and work-study) from the.total 
price. The Commission believes that this measure reprints access to higher education, 
because, even though the loans must be repaid eventually and the student must work to receive 
work-study money, without this aid, the student roi^t not be able to get in the door of any 
institution. 

Between 1987 and 1996, n^ian family income rose 37 percent and disposable per-cq)ita 
income rose 52 percent During this same period, both measures of net price rose considerably 
faster. (See Table 3.) Specifically, the price of attendance minus grants rose 1 14 percent at 
public four-year institutions, 81 percent at private four-year institutions, and 159 percent at 
public two-year institutions. Total price minus all financial aid (giwts, loans, and work-study) 
demonstrates a similar pattern: this measure of net price increased 95 percent at four-year 
institutions, 64 percent at private four-year institutions, and 169 percent at public two-year 
institution. 

It is important to note, however, that changes in net price q)pear to have moderated 
between 1993 and 19%. Indeed, for students attending public four-year institutions, our measure 
of affordability (total price minus grants) increased only 10 percent for this time period and our 
measure of access (to^ price minus all aid) actually did not increase. Private four-year 
instiuitions followed a similar pattern, with total price minus grants only increasing by 4 percent 
between 1993 and 19% and total price minus all aid declining slightly, by approximately 7 
percent These changes should be interpreted cautiously; sticker price did not increase as fast 
relative to median family income or disposable per crqiita income across this time period as it did 
in earlier time periods, but increases nonetheless occurred. The apparent moderation in net price 
can more likely be attributed to increased availability of financial aid, particularly loans. 

Over the total time period examined, 1987 to 19%, total student aid from all sources 
increased by 128 percent. Although three-quarters of all aid comes from Federal sources, the 
largest rate of increase in aid during this pesiod came from institutional sources, which went up 
by 178 percent Within the F^eral programs, the lion*s share of the increase was in loan volume 
under the guaranteed student-loan programs — the Federal Family Education Loan and F^ral 
Direct Student Loan (FFEL/FDSL). The number of recipients obtaining loans under these 
programs increased by 87 percent between 1987 and 19%. Because a greater number of students 
received aid. Federal aid per recipient was less than the increase in aid spending. Average Pell 
grant awards, for example, increased 21 percent and the FFEL/FDSL awards by 41 percent 
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Table 3 : Changes in Total Price of 
Attendance and Net Prices, 1987 to 1996 





Public 

Four-year 


Private 

Four-year 


Public 1 

Two-year 1 


1987 


1996 


1987 


1996 


1987 


1996 1 


Total per-$tudent price 
Percent change 


$5,146 


$10,759 
(109%) ^ 


$10,696 


$20,003 

(84%) 


. $2,808 


$6,761 1 
(141%) 1 


Total price minus grants 
Percent change 


$4,385 


$9,365 

(114%) 


$8,307 


$15,069 

(81%) 


$2,345 


$6,067 1 
(159%) 1 


Total price minus ail aid 


. $3J15 


$7,262 

(95%) 


$6,823 


$11,205 

(64%) 


$2,125 


$5,717 1 
(169%) 1 



Source: National Postsecondary Student Aid Study, 1996, 
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“Cost and Price Drivers’^ in Higher Education 



What lies behind increases in tuition? Several of the issues diat Congress asked the 
Conunission to address point to potential explanations for rising college, costs with the 
assumption that rising costs result in rising prices. The "cost drivers” that the Commission 
reviewed can be grouped into six categories: (1) financial aid, (2) people, (3) facilities, (4) 
technology, (5) regulations, and (6) expectations. 

Financial Aid. The Commission reviewed a number of sbidies on the connection 
betWjeen student Hnancial aid in public and private non-profit institutions of higher education and 
costs and prices, and it conunissioned two an^yses of its own. (Figure 3 describes the msgor 
programs of Federal student aid — grants and work-study, loans, and newly-enacted tax 
incentives.) 

The Commission finds no evidence to suggest any relationship between the availability of 
Federal grants and the costs or prices in these institutions. Less than one student in four receives 
a Federal grant, which pays for less than 10 percent of the total price of attendance in either 
sector. And, although the methodology of financial need analysis is tuition-sensitive, the 
maximum Pell grant award is capped at $3,000. 

The Commission has found no conclusive evidence that loans have contributed to rising 
costs and prices. One commissioned paper suggests that Federal loan avail^ility has^helped 
contribute to rising prices.^ Another paper suggests that the capital available through loans has 
allowed colleges to increase their charges — and allowed independent colleges in particular to 
maintain enrollment — in ways that would not have been possible otherwise.^ The Commission 
knows of other studies which come to conclusions opposite to these. This question should be 
studied in greater detail and with much greater attention to empirical facts. 

The members of the Commission are, however, unanimously concerned about sharp 
increases in student borrowing. What is unclear is whether these increases have occurred 
because ( 1 ) higher loan limits and the new ‘*un-subsidized” program permit more borrowing; (2) 
more families are choosing to finance college expenses through loans rather than from savings or 
current income; or (3) the price of attending higher education has increased. The Commission's 
judgment is that all three factors are probably involved. 

Finally, the Commission looked at the relationship between institutional financial aid and 
increases in student prices. In this instance, there is slightly stronger evidence that increases in 
institutional aid have been one of the cost and price drivers, as institutional aid grew by 178 
percent between 1987 and 1996. Since most of the revenue for institutional aid comes from 
tuition dollars, it seems reasonable to conclude that tuitions could have increased slightly less 
had institutions not been putting these revenues into institutional aid. At the same time, 
however, had institutions not generated revenue to pay for institutioiud aid, student borrowing 
would have had to increase to maintain access, or access would have had to diminish. 
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Figure 3 

The Complex Picture of Student Financial Aid 



The major Federal programs providing flrtancial assistance to students can be thought of in three 
categories: grants, loans and tax iru:entives of various kinds. Most of these are directed to low- and middle-income 
students with financial need. 

Grants and Work Study 

The Pell Grant Program provides awards of between $400 and $3,000 for low-income students, most of 
whom are from families with annual incomes below $20,000. This program Is funded at $7.34 billion in Fiscal Year 
1998. 

The Supplemental Educational Opportunity Grant Program provides additional grant aid to students 
from extremely low-income families. This program is funded at $614 million in Fiscal Year 1998. 

The Federal Work Study Program, helps to pay for jobs on- and off-carnpus as^pait of need-based . 
financial aid packages. Unlike the Pell and supplemental grant prograrra, whlc^ are av^table only to undergraduate 
students, Federal Work Study aid also assists graduate and professional students. This program Is funded at $830 
million in Fiscal Year 1998. 

Loan Programs 

A variety of loan programs, many with interest subsidized and deferred, exist to help cover college costs for 
undergraduate, graduate, and. profession^ students. The Perkins Loan Program (formerly the National Defense 
Loan Program) provides low-interest loans to low^lncome students. Perkins Loan funds, which are a combination of 
Federal and institutional capital contributions, are administered on campus. Additional loan capital is generated as 
collections on prior loans are deposited into the institution's revolving fund. 

Stafford Loans are available to students from all income levels. Students who demonstrate.fmancial need 
are eligible for interest subsidies; students who do not demonstrate need, while not eli^le for interest subsidies, 
may defer loan and Interest payments while in school and under certain other circumstances. PLUS Loans provide 
assistance to parents of students of dependent undergraduate students in an amount up to the cost of college 
attendance le^ other financial aid. Both the Stafford and Plus loan programs are available through financial 
Institutions (Federal Financial Education Loan Program) or directly through ihe Federal Government (William D. Ford 
Direct Loan Program). Roughly two-thirds of $30 billion in current annual loan volume is provided through the 
former, the remaining loan capital Is provided by the tatter. 

Tax Incentives 

The budget agreement hammered out by Congressional and White House negotiators in August 1 997 
provided about $40 billion over five years in tax breaks to help students pay for higher education. Tt^ include: 

Hope Scholarships* aimed at making two years of college uniwrsatty avaitabte, provide a dollar for dollar 
' nonrefundable tax credit for 1 00 percent of the first $1 ,000 of tuition and fees and 50 percent of the second'$1 .000. | 

Available for college enrollment after January 1,1 998. the credit phases out for joint filers with incomes between j 
$80,000 and.$1 00,000, and for single filers between ^,000 and $50,000. 

College juniors, seniors and graduate ^dents may receive a nonrefundable 20 percent tax credit on * 
the first $5,000 of tuition and fees through 2002 (and the first $10^000. thereafter). To encourage lifelong learning, 
the credit is also available to working Americans. The credU, effective after July 1 , 1998, is phased out at the same 
income levels as the Hope Scholarship. Unlike the, Hope Scholarship, the Lifetime Lear^g Credit is calcutated on a 
per family, rather than a per student, basis. 

Education and Retirement Savings Accounts allow penalty-free IRA withdrawals for undergraduate and 
graduate programs and postsecondary vocational programs. In addition, eligible taxpayers can deposit $500 
annually into an education IRA which will accumulate earnings tax-free, %yith no taxes due until withdrawal for 
approved purposes. 

Other Major Provisions: Workers can exclude $5,250 of employer provided education bertefits from 
taxable incomes; eligible taxpayers can deduct up to $2,500 per year of interest paid on education loans and exclude 
from taxable income loan amounts forgiven for participating in community service jobs; and taxpayers are exempt 
from taxation on some earnings on pre-paid tuition plans. 
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Three groups of peq)le m associated with higher education costs: students, 
administrators, and faculty. Changes in the con^x)sition of — or policies regarding — these 
groups can contribute to rising costs. 

Stolenls. Changes in the ^dents who now attend our nation's colleges and universities 
have the potential for increasing institutional costs. Iri recent years, college campuses have found 
themselves populated with more part-time and older students. Betw^n 1980 and 1994, the 
percentage of undergraduates enrolled part-time, for example, increa^ from 28 percent to 42 
percent of all students enrolled.^ '*Nontraditional" students bring with them some nontraditional 
needs, such as child care, re-entry counseling, and tutoring, to name but a few possibilities. 

Since tuition structures typically do not reflect differing student needs and use of services, the 
cost of educating part-time and older students could be increasing costs. Furthermore, standard 
practices of estiihating the educational costs per full-time-equivalent student (e.g., three part-time 
students are considered equivalent to one full-time student) probably do not c^ture the real costs 
of educating part-time students. 

The need to offer remedial courses to students could also contribute to rising costs. 
Approximately 78 percent of all colleges and universities that enroll freshman offered some type 
of remedial course (typically reading, writing, or mathematics) in the fall of 1995. Although it is 
difficult to provide national estimates of the costs, data for individual institutions exists. For 
example, in 1993-94, California spent $9.3 million to provide remedial courses for students on 
die 22 campuses of the California State University system, representing just under one percent of 
the sfystem’s total budget.^ A Florida legislative report said diat, with nearly 70 percent of 
community college freshinan requinhg remedial education course^Flbrida community colleges 
are spending $53 million a year providing this type of instruction.^ 

Increasing accessibility for students with disabilities is also a potential cost driver. While 
no one argues the necessity of providing access and related services, the cost is relatively new 
and it is real. Estimates of the cost of complying with the Americans with Disabilities Act 
(ADA) range from an average of $694,000 for public two-year institutions to $12,867,000 for 
public research institutions.^ 

Administrators. The need to employ more administrators to cover both expanded 
services and larger numbers of Federal, state, and local regulations combined with higher 
administrative salaries is thought to drive up administrative costs. 

This contention may be true for the first half of the 1980s, when administrative 
expenditures increased as a share of total educational and general (E&G) expenditures, but, 
between 1987 and 1994, administrative expenditures either remained the same or fell, as a 
percentage of total E&G expenditures. . Another way of looking at rising administrative costs is 
that administrative expenditures per full-timenequivalent (Fi t) student increased over 22 percent 
between 1979 and 1986, but less than 1 percent between 1986 and 1993, after adjusting for 
inflation. The expenditures for student services costs increased 16 percent during each of the two 
time periods in question.'^ 
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Faculty. Many believe that the labor structure and tenure system of college faculty drive 
up college costs. It is true that hi^er education is a labor-intensive industry and that changes in 
policies that affect the number of faculty required to teach courses as well as the types of faculty 
hired (part-time vs. full-time, tenured vs. non-tenured) have an inq)act on an institution's cost of 
providing education. 

There is little evidence to suggest, however, that changes in faculty hiring practices or 
workload have dnven up college costs in the past decade. In fact, there has been movement in 
the opposite direction. In an effort to control costs^institutions have hired more part-time and 
non-tenured faculty and increared the number of hours faculty spend in the classroom: the 
proportion of part-time faculty ^d staff employed by colleges and universities increased from 33 
percent of all instructional fiurulty and staff in 1987 to 42 percent in 1992. In the same period, 
the percentage of instructional faculty and st^ with tenure declined from 58 to 54 percent. And, 
the reported number of student contact hours at all institutions increased from 3(X) in 1987 to 337 
in 1992." 

Facilities. Growth in higher education enrollments over the past 30 years has 
meant that colleges and universities have had to construct new classrooms, laboratories, 
and dormitories to accommodate students. Serving students with special needs has also 
meant that higher education institutions have had to redesign classrooms, dormitories, 
and other public spaces. 

Lxroking to the future with regard to campus facilities' needs does not provide a 
rosy picture. A 1997 study completed by the Association of Higher Education Facilities 
Officers, the National Association of College and University Business Officers, and Sallie 
Mae estimates deferred maintenance costs for all campus facilities to be approximately 
$26 billion. Facilities could thus become a major cost driver in the next decade. 

Technology. The percenikges of courses using technology in a variety of 
capacities has risen significantly just since 1994.*‘ Institutions must provide equipment 
for faculty and students as well as the infrastructure to accommodate it. Given the age of 
many campus buildings and the state of the infrastructure to support this equipment, this 
expense is substantial. 

To cover the costs of technology, some campuses have instituted mandatory 
computer/instructibnal technology fees, thus passing on some of the costs to students. 

These fees ranged from an average of $55 per student in community colleges to $140 in 
public universities.'*' It appears that increasing costs for technology almost certainly 
translate into higher prices charged to students. 

Although technology holds promise for making educational operations more 
efricient and less costly, there is no evidence to date to indicate that the use of technology 
in higher education has resulted in widespread cost savings to colleges and universities. 
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Regulations. The number and types of regulations with which colleges and 
universities are askied.to comply have grown rapidly in recent years. Complying with 
these regulations costs money. The F^ral government regulates colleges and 
universities through a maze of mandates covering personnel, students, laboratory animals, 
buildings, and the environment Stanford University, for example, estimates that the 
university incurs approximately $20 million a year (or 7.5 cents of e^very tuition dollar) in 
costs related to complying with a range of regulations.'^ 

The cost of accreditation has also increased in recent years. There has been 
significant growth in the number of accrediting bodies, particularly specialized ones. 
Currently, accrediting activities are undertaken by iq^proximately 60 specialized agencies 
overseeing more than 100 different types of suirademic programs. Institutions report that 
the self-study procedures involved with these accrediting efforts overiq) and duplicate 
one another and absorb large amounts of faculty andadihinistr^r time. 

Expectations. Less concrete than the other cost and price drivers are changing 
expectations about quality. Prospective students visiting college campuses today expect 
to see gyms equipped with state-of-the-art exercise equipment and facilities. Students 
also expect a complete range of course offerings, dormitories that are wired for cornputers 
as well as stereo equipment, and specialized counselors who can advise on personal as 
well as career and joh placement matters. The changing student population has also 
brought changing expectations to campus. Parents look for child care on campus; older 
students returning to college anticipate counseling relevant to their interests; and part- 
time students who work during the day expect courses (and administrative services) to be 
available on evenings and weekends. These changing expectations cost nraney . 

The expectations of faculty and administrators have also been changing. The 
curriculum has b^me more specialized and institutions now support entire disciplines 
that did not exist a generation or two ago. Many faculty also prefer to teach only certain 
courses, or to restrict their undergraduate teaching to upper-division courses. And, in 
many institutions, faculty also expect the university to provide space, equipment, and 
time for their research. 

Many of these expectations — from parents and students and administrators and 
faculty members — ate perfectly reasonable standing alone. But in combination, the 
accumulated effect of these expectations is continual institutional pressure to increase 
spending. 

The Opaque Relationship between Costs and Prices 

A number of different factors contribute to increasing higher education costs. 
However, linking specific cost increases to price increases is a tricky matter (^ite 
simply, the available data on higher education expenditures and revenues make it difficult 
to ascertain direct relationships among cost drivers and increases in the price of higher 
education. 
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Institutions of higher education, even to most people in the academy, are 
financially opaque. Academic institutions have made little effort, either on campus or 
off, to make themselves more transparent, to explain their finances. As ai result, there is 
no readily available information about college costs and prices — nor is there a common 
national reporting standard for either. (National does not mean F^ral: it means a 
standard that is understood and commonly accepted in the profession.) Indeed, 
differences in financial reporting standards that have evolved in the current environment 
of quasi-self regulation contribute to confusion about how to measure costs in a 
straightforward way. Colleges report on financial standards using one methodology; 
report expenditures using another; and conform to government cost-recovery principles 
with yet a third. 

What the Commission can assert, however, is a basic fact about academic finance: 
Virtually no activity, other than self-supporting auxiliary enterprises such as dormitories and 
cafeterias, generates enough revenue to pay for itself. Everything is ^'subsidized” to a greater or 
lesser extent, either through tax revenues, endowment income, or private giving. 

In addition, there are wide disparities in expenditure levels between and among different 
instructional levels and disciplines. For example, courses in the ''hard” sciences typic^ly are 
more expensive to offer than courses in the humanities or social sciences. Yet most institutions 
do not charge higher tuition for higher cost programs, and lab fees (when assessed) barely begin 
to cover the costs. Or, to take another example, it is clear that on most campuses undergraduate 
instruction usually, but riot always, costs less to provide than graduate education. But differerices 
in tuition and fee levels for undergraduate and g^uate courses^of study generally do not reflect 
the true cost differential. 

The truth is that institutions prefer not to look too hard at these matters, both because a 
broad-based curriculum is a desirable thing in and of itself and because of a desire to base 
decisions on quality and not on costs. 

This Commission, therefore, finds itself in the discomfiting position of acknowledging 
that the nation's academic institutions, justly renowned for their ability to analyze practically 
every other major economic activity in the United States, have not devoted similar analytic 
attention to their own internal financial structures. Blessed, until recently, with sufficient 
resources that allowed questions about costs or internal cross-subsidies to be avoided, academic 
institutions now find themselves confronting hard questions about whether their spending 
patterns match their priorities and about how to communicate the choices they have made to the 
public. 
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Convictions and Recommendations 



Based on its review of college affcHdability, this Commission has arrived at five key 
convictions about the college cost oni price crisis: 

Conviction I: The concern aboirt rising college prices is real. The Commission has 
observed the anxiety in parents* faces as they talk about the price of sending their children to 
college. People consider a college degree as essential to their children's future, as something of 
great value because it promises their children a better life. And, they also worry that access and 
oppoituniQ^ are slipping away. These are genuine public fears to which academic institutions 
must respond. 

Although concerns and perceptions about price are not entirely wrong, they are not 
always based on sound factual information. Moreover, as we have noted, institutions of higher 
education are not always fiscally transparent Academic leaders must address these issues. 

Here, however, academic institutions face a genuine challenge. It is quite clear from 
parents this Commission talked with, that many members of the general public have little interest 
in complicated explanatiohs of higher education finance. As important as these matters are for 
institutional leaders, parents are interested simply in what they will have to pay when their 
children go to college — indeed if they can affo^ to send them at all. In respoilding to public 
concerns about prices, academic leaders must provide information that is comprehensive, 
comprehensible, accessible, and persuasive. 

Conviction 2: The public and its leaders are concerned about where higher 
education places its priorities. We have relearned something most academic leaders always 
knew: higher education costs are driven by people and by how these people spend their time. 

But, because academic institutions do not account differently for time spent directly in the 
classroom and time spent on other teaching and research activities, it is almost impossible to 
explain to the public how individuals employed in higher education use their time. 

Consequently, the public and public officials find it hard to be confident that academic leaders 
allocate resources effectively and well. Questions about costs and their allocation to research, 
service, and teaching are hard to discuss in simple, straightforward ways — and the connection 
between these activities and student learning is difficult to draw. In responding to this growing 
concern, academic leaders have been hampered by poor information and sometimes inclined to 
take issue with those who asked for better data. Academic institutions need much better 
definitions and measures of how faculty members, administrators, and students use their time. 

The skepticism underlying this concern about where higher education places its priorities 
is a major consequence of higher education's inability to explain its cost and price structure 
convincingly to the public. Some cost data are unavailable; much of the infcumation that is 
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provided is hard to understand. College finances are far too opaque. Higher education has a 
major responsibility to make its cost and price structures much more '^transparent,** i.e., easily 
understandable to the public and its representatives. 

Convictfon 3: Confusion about cost and pnce abounds and the distinction between 
the two must be recognized and respected* Issues.of cost, price, subsidy, and net price have 
been difficult for the members of this Commission to master. They are equally, if not more 
confusing to members of the public. These are complex topics, and higher education must strive 
continuously to clarify and communicate them clearly and candidly. 

Beyond that, Ainerican families are confused and poorly informed —not only about costs 
and prices, but al^ ^out the entire matter of how to access higher education and its complicated 
system of financial aid. 

The Commission believes that the mes^ge about prices (what students and families 
actually pay) is more encouraging than much of the public dialogue acknowledges, even if it is 
not entirely comforting.' Moreover, the increase in the price students are asked to pay has begun 
to moderate in recent years. Academic institutions must continue their efforts to control costs — 
and hence prices — or risk the unpalatable alternative of government intervention. 

ConvicUoii:4: Rising costs are just as troubling a policy issue as rising prices. This 
Commission is concerned ^becauseJnstitutional costs (not just prices) are also rising. Unless cost 
increases are reduced, prices in the long run cannot be contained without undermining quality or 
limiting access. - ; , " 

Some of the factors behind these cost increases can be understood and explained. As 
noted previously, tuition terids to go up as public subsidies go down; Administrative costs have 
increased as a share of total expenditures.'^ The expense of building or renovating facilities and 
of acquiring and implementing modem technologies has the potential of becoming a significant 
cost driver."* The cost of providing institutional aid (or discounting tuition sticker prices) for 
needy students increased by nearly 180 percent in the ten years between 1987-88 and 1996-97.'^ 
Federal, state, and local laws, regulations, and mandates have undoubtedly added to academic 
costs.'" 

Some policymakers worry that Federal financial aid might have encouraged tuition 
increases. This Commission is confident that Federal grants have not had such an effect, at either 
public or private institutions. The Commission believes no conclusive evidence exists with 
respect to Federal loans and believes this issue deserves serious and in-depth additional study. 

Aside froth such general observations, the Commission does not have solid information 
to help identify specific factors driving cost and price increases. The simple tmth is that no 
single factor can be identified to explain how and why college costs rise. The Commission 
suspects that part of the underlying dynamic is the search for academic prestige and the academic 
reward systems governing higher education. This institutional emphasis on academic status is 
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reinfor^ by a system of regional and specialized accreditation that often encourages increased 
expenditure by pr^tiodly every institution:. 

The cornplexity of the interrelationships among these cmd other factors convinces the 
Comimssion that policymakers should avoid sithple, one-size-fits-all solutions to the challenge 
ot controlling or reducing college costs. Costs are increasing for a variety of reasons. The 
response to these mixed and subtle causes, rnust be similarly mixed and sophisticated. 

ri • ?**^**^**^.* United States has a world-class system of higher p dinnri«^n The 

United States h« a diverse system, one that provides more opportunities to acquire a high-quality 
creation, for citizens of all ages and background, than any other society. American higher 
e ucation is a public am/ a private good. America academic in^tutions represent an 
iny^tment in *e neon’s future, one that yields dividends every day, for both individuals and 
society. It is little worider that the world has beken a path to the door of the American 
university. 

Nonetheless, Academic leaders cannot take the continued pre-eminence of their 
instituuora fOT granted. Although it requires a long time to build an butsitahding nationwide 
system of higher education, such a system can deteriorate very rapidly. In the Commission’s 
■' capable of precipitating such a decline in the United States 

would be M erosion of public trust so serious that it undermined ongoing financial support for 
tlie nauon s academic enterprise. Continued inattention to the imperative to make academic 
institutions more financially transparent threatens just such an erosion. 

Recommendations: An Action Agenda 



The Commission believes its analysis of some of the national data about higher education 
finance broken new ground, especially in clarifying the connections between and among cost, 
price, subsidy, and affordability. Nevertheless, the best national data are insufficient to provide 
the kind of clear information on these trends that policymakers and the geneml public n^. For 
example, the terms of analysis used by different parties are not always consistently defined: 
institutional costs and student costs are two different things; prices and costs are not the same- 
and pnees charged and prices paid often bear linle relationship to each other. 



.V , <both within and beyond higher education) contributes to 

s^tem-wute difficulues in clarifying the relationship between costSd quality: defining the 
difference between price and cost: distinguishing between what institutions charge and what 
students pay: and ulumately to systemic difficulties in controlling costs and prices. 

“ '®‘“'°"sbips and control expenses, several things must happen. 
Academic instituaons should start to use these terms systematically and regulariy: policynaters 

T‘ that, before they can manage costs and explain prices to the 

public, they themselves have to do a better Job of measuring and understanding both!^ 
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The Commission organizes its recommendations around a five-p^ ^tion agenda 
grounded in the concept of shared responsibility. Many different participants have contributed to 
the academic cost dilemma; all of them must be involved in resolving it. In the Commission's 
view, these actors have a shared responsibility for achieving five piolicy goals: 

• stiwgthening institutional cost control; 

• improving market inforination and public accountability; 

• deregulating hi^er education: 

• rethinking accreditation; mid 

• enhancing and simplifying Federal student aid. 

Sharing Responsibility. The Commission is convinced that many different stakeholders 
have contributed to the college cost and price crisis; consequently, all of them will have to 
contribute to the solutions. We believe institutions of higher Vacation, government at all levels 
— Federal, state and local — the philanthropic community, and families and students have 
essential and complementary roles to play in maintaining affordable, high-quality education well 
into the future. Each of these stakeholders in some fashion influences or subsidizes the cost and 
price of American higher education. They have a common obligation to respond to the issues 
outlined in this r^rt: Government needs to invest in higher education as a public good; 
foundations should continue to support policy research and the search for innovation; parents 
should be prepared to pay their fair share of college expenses; and students should arrive at 
college prepa^ for college-level work. 

But without doubt, the greatest benefits depend on academic institutions shouldering their 
responsibility to contain costs, and ultimately prices. Although the responsibility for controlling 
costs and prices is widely shared, the major onus rests with the higher education community 
itself. 
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L Strenjgthen Institutional Cost Control 



THE COMMISSION RECOMMENDS tiuu academic institutions intensify 
their ^orts to control costs and, increase institutional productivity. 



The Commission is convinced that academic institutions have done a lot to control costs 
but they must achieve more in the way of cost containment and productivity improvement. The 
drive for greater efficiency, productivity, and fiscal transparency requires an expanded definition 
of academic citizenship, one that is broadly participatory, involving faculty, administrators, 
students, staff, and trustees. 

The effort the Commission is calling for should challenge the basic assumptions 
governing how institutions think about quality and costs. This will require a greater willingness 
to focus institutional resources on a few priority areas where excellence can be sustained. It 
should include new cost saving partnerships among institutions. 

The Commission believes it is impossible to formulate an effective single set of directives 
on cost control applicable to the diverse institutional settings and piissions of American colleges 
and universities. The responsibility for cost control, like the responsibility for quality 
improvement, must be shouldered by each institution. 

In recent years. American colleges and universities have made major efforts to reduce 
expenditures and control costs. The Commission applauds this progress; however, it also 
believes that much more must be accomplished. To do so. the academic community must focus 
sustained attention on its own internal financial structures, the better to understand and ultimately 
control costs and prices. To that end. the Commission makes ten implementing 
recommendations to strengthen cost control and improve institutional productivity. 

Implementing Recofnmendations: 

1 . Individual institutions, acting with technical support from appropriate higher 
education associations, should conduct efficiency self-reviews to identify effective 
cost-saving steps that are relevant to institutional mission and quality improvement. 

2. Academic leaders should comnniunicate the results of these self-reviews widely, 
providing the campus community and institutional constituents with information on 
issues such as administrative costs, faculty teaching loads, average class size, faculty 
and student ratios, facilities manageihent, and expenditures on technology. 
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3. The Commission recommends the creation of a national effort led by institutions of 
higher education, the philanthropic community, and others to study and consider 
alternative approaches to collegiate instruction which might improve productivity and 
efficiency. The Commission believes significant gains in productiyity and efficiency 
can be made through the basic way institutions deliver inost instruction, i.e„ faculty 
members meeting with groups of students at regularly scheduled times and places. It 
also believes that alternative approaches to collegiate instruction deserve further 
study. Such a study should consider ways to focus on the results of student learning 
regardless of time spent in the traditional classroom setting. 

4. The Commission recommends similar national attention be devoted to developing 
new alternative approaches to thinking about faculty careers, beginning with graduate 
school education and extending to tenure and post-tenure review. These should 
explicitly consider the many ways in which tenure policies vary across institutions. 

5. The Commission recommends greater institutional and regional cooperation in using 

existing facilities at institutions of higher education. Vld » 

recommendation will vary within and across states. Whenever public omcims 
contemi^ate expanding the capacity of public institutions, they should consider the 
existiAgc^pa^i^ ^n all institutions and factor in promoting greater access through the 
use of financial aid, and oth e r strat e gi es. . 






7. 



The Commission recommends maximizing the opportunity for cost savings through 
joint campus purchase of goods and services and joint use of facilities, pursuing these 
opportunities through many different kinds of partnerships. Where necessary, states 
l aw sh o uld be c hanged to make such paitnerships possible. 

The Commission recommends greater use of consortia and joint planning to 
maximize access to expensive academic programs. While acknowledging that some 
inefficiencies and redundancies are inevitable in America's diverse and'decentralized 
system of higher education, the Commission believes that greater emphasis on 
consortia and joint planning offers significant opportunities for cost control. In states 
and regions with large numbers of institutions, creative ways need to be found to 
make the programmatic variety of each campus available to as many students as 
possible. 



Sliowld! 



8. The Commission recommends that the philanthropic community, research institutes, 
and agencies of state and local government adopt the topic of academic cost control as 
a research area worthy of major financial support. In addition to grants to support 
efforts to undertake such changes, best-practice and recognition-award programs 
should be established and supported. 



9. As part of the recognition-award effort, the National Association of College and 
University Business Officers should, in consultation with major higher education 
associations, develop programs that publicize innovative institutional practices that 
help control costs. As part of this eff^ort, higher education associations should jointly 
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seek foundation support for annual awards to public and independent colleges and 
universities that have pioneered cost^management strategies. 

10. Finally, we urge Coiigress to support acaderhic efforts to control costs and improve . 
productivity by: . 

• amending Public Law 100-107 (which created the Malcolm Baldrige Award to 
recognize continuous quality improvement in the corporate sector) to include 
education: and 

• authorizing in the next reauthorizing cycle the U.S. Department of Education's 
Fund for the Improvement of Post Second^ Education (FIPSE) to continue 
to offer fmancid support for projects addressing i^ues of productivity, 
efficiency, quality improvement, and cost control. 
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n. Improve Market Information and Public Accountability 



THE COMMISSION RECOMMENDS that the academic community provide 
the leadership required to develop better consumer information about costs ofid 
prices and to improve accountability- to the general public. 



The Commission is convinced that both policymakers and the general public need more 
useful, accurate, timely, and understandable information on college costs, prices, and the 
different subsidies that benefit all students. Leadership for this effort should come from the 
academy, from both institutions and higher education associations; but to be really effective of 
the entire thrust requires a partnership engaging appropriate Federal agencies, states, leaders of 
the press and electronic media, and the private sector. 

For policymakers and the general public to act in a well-informed manner, more timely 
and reliable data are essential. The Commission was troubled by the sheer amount of incomplete 
and outdated information available from academic and government sources. Terms of analysis 
like cost, price, and subsidy are not clearly defined or generally understood. Financial standards, 
expenditure reports, and cost-recovery principles all rely on different methodologies. There is no 
common national reporting standard to measure costs or prices. 

What is required, first, are comprehensive, easy-to-understand analyses of cost and price 
issues for diffefent types of institutions by sector (e.g., public and private institutions, two- and 
four-year, with distinctions between four-year colleges and universities). These analyses should 
then be transformed into handbooks, available to the public, that provide the following cost and 
price information: 

• the cost of educating students (i.e.. the total institutional expenditure — capital costs 
included — to provide the education); 

• actual tuition changes (i.e.. sticker prices); 

• the general subsidy (i.e., the cost minus the tuition charge): 

• instructional costs by level of instruction; 

• the total price of attendance (i.e., tuition, fees and other expenses); 

• u net price "'affordability** measure (i.e.. total price minus grants): and 

• a net price "accessibility** measure (i.e.. total price minus all financial aid). 

Although the Commission was not always able to obtain complete data on all these 
issues, the approach outlined above is consistent with the one used in this report. The 
Commission is convinced that these materials should also include information on financial-aid 
availability and options along with information on different types of institutions and their 
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different price structures. To the extent possible, information should also include total and net 
prices for full- and part-time, dependent and independent students. 

Above all, to be useful, these data should be issued annually. The aim is to provide up- 
to-date information and illustrate how all potential students — but especially those of limited 
financial means — can gain access to high-quality postsecondary education. The Commission 
understands that new accounting standards have been developed for private institutions and are 
currently being developed for public institutions. Further, the Commission is aware of efforts 
underway to redesign ^e Department of Education's Integrated Postsecondary Education Data 
Survey (IPEDS) to make it compatible with such standards. The recommenciations Mow are 
offered to enq>hasize the Commission's belief in the imponance of these efforts to the 
Commission's call for institutions of higher education to become more fiscally transparent that 
is, more straightforward in describing to the public where they get their money and how they 
spend it. 

To that end. the Commission makes eight implementing recommendations designed to 
improve market information and public accountability. 

Implementing Recommendations: 

1 . The Commission calls on the higher education community to take the lead in 
organizing a major piiblic-awareness campaign to inform the public about the actual 
price of a postsecondary education, the returns oa this investment, and family 
preparation for college. 

2. The Commission recommends that individual institutions of higher education 
annually issue to their constituent families and students information on costs, prices, 
and subsidies in the way the Commission has approached these issues in this report. 

3. The Commission recommends that the U.S. Department of Education collect and 
make available for analysis not only annual tuition and price data but also information 
on the relationship between tuition and institutional expenditures. 

4. The Commission strongly encourages multiple agencies in the private sector to use 
those data for developing college-cost reports or handbooks that are widely 
disseminated to prospective students, their parents, and the media — in print and over 
the Internet. 

5. The Commission recommends that, where necessary, the format of existing 
governmental and private higher education data-collection systems and financial 
repoits be modified to allow for collecting and reporting information that calculates 
costs, prices, and subsidies the way the Commission has approached them in this 
document 

6. In that regard. IPEDS should be redesigned to collect such information. It can then be 
made available to any person or institution, in a form that is comparable for public 
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and private institutions. The redesigned survey should include estimates of direct 
instructional costs by level of instruction. cq>ital expenditures, and the replacement 
value of capital assets. It should also be expanded to improve data (and data 
comparability) on faculty compensation and workload as well as on factors related to 
administrative efficiency. 

7. The Commission urges the National Accounting Standards bodies for institutes of 
Higher Education (The Financial Accounting Standards Board for private institutions 
and the Government Accounting Standards Board for public institutions) take 
whatever steps are necessary to assure that the financial reports of these institutions 
offer fiscally transparent information about college finances that allow for valid , 
comparisons tetween public and private institutions. 

8. The Commission reconunends the following with respect to the collection and 
analysis of different kinds of data, particularly financial data: 

a) The National Center for Education Statistics, working with the appropriate 
organizations, especially higher education associations, should redouble its 
efforts to ensure that institutions respond in a timely manner to surveys and 
^at survey data are edited and released in a timely manner 

b) The National Center for Education Statistics should take steps to understand 
how institutions respond to the IPEDS financial survey, particularly given 
changes in accounting and reporting standards for private, not-for-profit 
instimtions. This is necessary* becau^there ^several acknowledged 
inconsistencies in the way institutions.report the information they are required 
to submit. 

c) The U.S. Depanment of Education should undenake a study to gather 
comprehensive data on the needs of part-time students, including the actual 
costs to the institutions educating high numbers of such students. This study 
should be integrated into the Department's higher education data-collection 
efforts. Given increasing numbers of part-time students and reliance on a 
formula that equates three part-time students to one full-time student, such a 
study would provide more accurate and reliable cost measures. 

d) The Commission recommends that the U.S. Department of Education 
investigate the feasibility of gathering data on proprietary schools and the 
students who attehd them. 
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m. Deregulate EQgher Education 



THE COMMISSION RECOMMENDS r/uzr governments develop new 
approaches to academic regulation, approaches that emphasize performance 
instead of compliance, and differentiation in place of standardization. 



Members of the Commission believeohat institutions of higher education have a 
responsibility to be good public citizens, not just in their teaching, research, and service missions, 
but also as employers, vendors, and good neighbors in their conununities. The Commission is 
also aware that a variety of regulations, some accompanying public funding and some 
independent of it, are intended to ensure public health and safety or accountability in the use of 
tax dollars. The Commission clearly supports these goals. 

But the Commission is equally convinced that a fresh ^prdach to academic regulation is 
required — on the part of government at all levels. This Commission received a lot of testimony 
about the impact of the regulatory environment on college costs. Academic institutions handling 
small amounts of toxic substances, for example, are subject to the same regulations as 
~ manufacturing enterprises handling the same materials by the ton.^ Prohibitions against 

mandatory retirement ages were imposed on academic institutions in recent years (after several 
decades in which colleges and universities had been legislatively exempt from them) without 
considering the implications of the change on tenure or maintaining faculty vitality. And 
regulations reg^ing such issues as student j^vacy, the right of students to examine their 
records, and the incidence of crime on campus are redundant and repetitive. 

New approaches need to be developed to ensure public accountability in ways that are 
less costly and more easily manageable, llie Commission believes it is time to replace the 
current command-and-controi approach to academic regulation with an approach that emphasizes 
performance and accommodates the type and volume of regulation to institutional history, size, 
and need. 



To deal with these issues, the Commission presents nine implementing recommendations 
Implementing Recommendations: 

1 . The Commission recommends the repeal of recently-enacted statutory provisions 



(from the Tax-payer Relief Act of 1997) requiring that academic institutions provide 
the Internal Revenue Service witb^ personal Hnancial information on enrolled students 
and their parents. The Commission believes that the reporting burden this creates for 
institutions has the potential to add major administrative costs to an institution’s 
budget. While acknowledging the need to ensure reasonable taxpayer compliance 
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with IRS provisions, Congress should work with the appropriate representatives of the 
higher education community to resolve this issue. 

2. The Commission recohunends that Congress fund a project by the National Research 
Council, or other appropriate Federal sfgency, to develop standards in environmental, 
health, and safety areas to provide for differentiai regulation of industrial facilities, on 
the one hand, ^d research and teaching l^ratories and facilities, on the other. The 
report should make specific recommendations for statutory and regul^ory cluuiges 
that are needed to develop such a differential appro^h. 

3. The Conunission recommends that, where possible, statutes require agencies to adopt 

performance-based models for monitoring compliance rather than command-and- 
control regulations that prescribe specific sq)proaches. Likewise, statutes should 
avoid command-and-control language and move toward performance-based 
requirements. ^ 

The Commission recommends that state and county governments undertake a 
thorough ex^nation of the regulatory requirements they have imposed on academic 
institutions, particularly those that go beyond or differ from F^ral requirements. 

The purpose would be to determine the cost implications of these requirements and 
whether their benefits justify the costs they inipose. Those deemed to be overly 
burdensome should be repealed. 

5. The Commission recommends that, as Congress and the Ex^utive Branch examine 
issues related to the electronic production of information, colleges and universities be 
included in the discussions. As both producers and consumers of electronic 
information, academic institutions are in a unique central position to provide advice 
on the complex intellectual property issues involved in this area. 

6. The Commission recommends that Congress enact a clarification to the Age 
Discrimination in Employment Act to assure that institutions offering defmed- 
contribution retirement programs are able to offer early retirement incentives to 
tenured faculty members. The Commission endorses pending Senate Bill 153, which 
would accomplish this purpose. 

7^ The Commission recommends that the Higher Education Act and accompanying 
regulations be rewritten to consolidate provisions related to the mandated disclosure 
of information to students and employees under legislation such as the Student Right 
to Know and Campus Crime and Security Acts. 

8. The Commission recommends a change in the refund law and implementing 

regulations to permit institutions of higher education to require students withdrawing 
from programs to sign a withdrawal form establishing a firm date of withdrawal for 
refund puiposes. 
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9. The Commission recommends Congress stipulate that institutions with a 

demonstrated history of soii;ind finsuici^ operations. and capable administration be 
deemed *Tisc^ly responsible and administratively capable*' of meeting the eligibility 
requirements under the Higher Education Act. Evidence of such a sound operation 
could include a showing that the institution is a public institution (i.e., state 
controlled): that it has been in continuous existence since November 8, 1965 (the date 
of enactment of the Higher Education Act); or that is has participated successfully in 
Title rv programs for ten years or longer. Congress and the U.S. Department of 
Education inight consider adopting the principles of the Federal Trade Commission's 
successful voluntary compliance programs. 
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IV. Rethink Accreditation 



THE COMMISSION RECOMMENDS the academic community develop 
well-coordmat^ efficient accrediting processes that relate institutional 
productivity to 0ectiveness in improving student learning. 



Accreditation is an honored and essential pan of higher education. It assures the 
education community and the public, as well as funding agencies, that the institutions they are 
attending or supporting merit their confidence. In addition, it provides a useful tool for 
institutional self-study and accountability that would be inappropriate to government 

Accreditation strives to assure educational quality and institutional integrity. Basic to the 
accreditation process are periodic self-studies that evaluate an institution or program in light of 
publicly-stated objectives — and peer evaluation of those self-studies by a visiting team of 
academic colleagues. Accreditation seeks not only to judge and assure quality and integrity, but 
to promote improvement through continuous self-study md evaluation. Regional associations 
accredit an institution as a whole, while specialized accrediting groups accredit specific 
educational programs within an institution. 

The Commission recognizes and encourages the movement underway at all six regional 
accrediting associations to focus more on assessing student achievement. Accreditation bodies 
— both regional and specialized — have been inclined to emphasize traditional resource 
measures as proxies for quality. Such traditional measures are often difficult to link to 
demonstrated student achievement. Specialized or professional accreditation has. for the most 
part, continued to focus on resource measures in making judgments about quality. In fact, to 
many campus observers, they appear often to be ^ting more in the economic interest of the 
professions they represent than in the interest of assuring student achievement. 

Moreover, specialized accreditation has, in the eyes of many, taken on a life of its own. It 
has become too complicated, occurs too often, and makes the case for additional resources to 
support programs of interest to them without regard to the impact on the welfare of the entire 
institution. 

Today, some 60 specialized accrediting agencies oversee more than 100 different 
academic programs — ranging from architecture, business, and engineering to journalism, law, 
medicine, and far beyond. The time-consuming self-study procedures involved with specialized 
accreditation, the focus on additional resources without regard to their connection to student 
learning or the welfare of the larger institution, and the expensive duplication involved with 
different entities, increase red tape and drive up costs. 
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The Commi^ion believes a great deal of improvement is possible in developing both 
accrediting standards and evaluation review processes that focus Erectly on student learning. It 
believes accreditation should encourage a greater focus at both the program and institutional 
level on productivity and efficiency; To address these issues, the Commission presents seven 
implementing recommendations: > 

Implementiiig Recommendations: 

1 . The Commission , recommends mat accrediting associations reshape existing standards 
and review processes to include a greater emphasis on measures of effectiveness — 
especially suident achievement — and less emphasis on resources. ; 

2. The Commission ajso urges accrediting bodies ^d their member institutions to devise 

standards and review processes that support greater institutional productivity, 
efficiency, and cost constraint _ 

3. The Commission recommends that, with standardstand review processes focused 
more on output and cost efficiency, institutional self-study processes should 
concentrate on efficiency, productivity, the wise use of resources, and the extent to 
which the institution is mating the educational quality goals defined in its mission. 

4. The Commission recommends that the Council on Higher Education Accreditation 
and its member accrediting agencies give high priotity to developing a system to 
coordinate activities (including self-studies'and visits) between regional, nsuional, and 
specialized accreditors in order to minimize costs and recognize the primacy of 
regional, institution-wide accreditation. 

5. The Commission also urges Congress to consider changes in the Secretary of 
Education's criteria for institutional recognition to encourage voluntary coordination 
between institutional and sp^ialized accreditors. 

6. The Commission recommends that accrediting agencies develop training^rograms for 
staff and visiting review-team members that build greater understanding of cost 
containment and the skills to assist institutions in examining the relationships 
between and among student achievement, accrediting standards, and costs. 

7. Finally, the Commission urges accrediting agencies to emphasize to their member 
institutions that concentrating on results is not intended to create a single set of 
standards for higher education but to indicate the importance of performance as a 
measure of accountability. 
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V. Enhance and Siniplify Federal Student Aid 



THE COMMISSION RECOMMENDS that Congress continue the existing 
student aid programs and simplify and improve the financial aid delivery system. 



Despite the complexity of the current Federal student*dd system of grants, loans, 
campus*based aid, and tax benefits, it provides cradal support to students from widely varying 
personal and financial circumstances. There is value in fneserving the current mix of programs 
that enhance student choice among a variety of ihstibitions. Nevertheless, the manner in which 
that aid is delivered confii^ students and families^ and; despite its variety, the aid system 
struggles to serve the diverse heeds of the many different types of shidents now attending 
postsecondary institutions. Meanwhile, student aid regulations from the U.S. Departrneht of 
Education are so extensive, internally inconsistent and excessive that it is almost impossible for 
any college, university or other financial aid provider in the country to be sure it is ever in full 
compliance. 

To maintain a strong Federal financial md system that will improve access to higher 
education and make it more affordable to students and jfamilies, the Commission makes eight 
implementing recommendations. 

Implementing Recommendations: 

1 . The Commission recommends that Coiigress continue the existing Federal grant, loan, 

and^^n^ aid programs and where possible, strengthen thetnCtMd 

2. The Commission recommends that Cphgf^ simplify and inqm>ve the student 
financial*aid delivery system. This system should have as its primary goals 
improving the level of service to students and program participants: reducing the costs 
of administering Federal student-aid programs: increasing accountability: and 
providing greater flexibility in managing the functions and operations of the grant, 
loan, and campus-based aid programs. 

3. As part of the effort to streamline aid, the Commission supports involvement of the 
U.S. Department of Education in efforts to develop Electronic Data Interchange (EDI) 
standards and other experiments in the use of modem technologies for information 
sharing among institutions. 

4. The Commission recomnrends that C:ongress monitor the effectiveness of the new 
higher education and lifelong-learning tax provisions to determine what effect they 
have on access, the nature of student financial assistance, and institutional decisions 
about awards of institutional aid and campus-based financial aid. 
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The Commission recommends that Congress investigate 
eligibility Muirements for Federal student aid to include paVSunf^ 
aid shouldylicome more flexible to meet a variety of student circumstances, including 
accelerated degree completion and year-round eligibility for part-time students and 
lifelong learners. 



6. The Commission recommends that the Secretary of Education be required to review 
and simplify the Department's financial aid regulations, procedures, and forms, 
especially forms that families must complete to apply, for financial aid. Institutional 
compliance with regulations and procedures is now extraordinarily difficult and 
expensive because of the inconsistencies and redundancies in statutes and regulations. 



7. The Conunission recommends that the U.S. Department of Education consider 
expanding and strengthening the ‘‘case management" approach to eligibility and 
compliance issues associated with the Higher Education Act This will allow the 
Department and institutions of higher education to consider simultaneously issues like 
institution^ audit, program review, and re-certification, thereby allowing both to 
better coordinate the use of resources and potentially reduce costs. 



8. The Commission recommends that Congress require the Program Review branch of 
the U.S. Department of Education to make available to every iiKtitution certified for 
Title IV participation, a complete, non-redacted copy of its review guidelines and 
procedures. The Higher Education Act should also.be amended to permit institutions 
to cure inadvertent errors without penalty. 
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A Word to Students and Families 



Finally, this Commission wants to speak dir^tly to students and their families. We 
realize that decisions about selecting a college and paying for a college education present tough 
choices to American families. Our system of higher education is big, diverse, and full of 
opportunity, but making good decisions about college requires information and preparation. 

Early in the high school years, students and their families need to be asking questions about what 
they value and want the most from higher education. What type of school are you looking for? 
What is most important to you? Who has the information you need and where can you find it? 

Selecting the right college takes work and the selection process must begin with the 
faimly’s own assessment of what it wants. Parents and students need to remember that "more 
expensive” does not always mean “better.” And, just because a school ranks high on a 
reputational” survey, does not mean your son or daughter will be h^)py there. 

Beyond that, preparation for college starts with families and students working together on 
the academic preparation necessary for a successful college experience. The first semester of the 
senior year is too late to begin laying this foundation. Families and students must begin with a 
solid foundation in elementary school. The next step is taken when they begin to plan for a 
rigorous course of study in high school, preferably one that involves four years of college- 
preparatory English and mathematics, and three years each of science, history and social studies, 
and foreign language. Once the program is defined, success depends on students really 
concentrating on their school work and getting the support they need from family and teachers. 

The members of this Commission also understand the anxiety involved when families 
face the prospect of paying for a college education. We do not dismiss it; in no way do we 
minimize it. On the contrary, all the reconunendations in this document were developed with 
one goal in mind: to keep open the door of higher education by maintaining access at prices 
students and families can afford. 

But institutions, governments, and the philanthropic and higher education communities 
can only do so much. Students and families have a responsibility to do their part as well. 

Because a major beneficiary of a college education is the individual involved, those with a 
genuine commitment to their future rightfully shoulder part of the load. 

The weight of ^at load can be substantially lessened with careful financial planning. 
Fmilies obviously need better information in order to plan well; this Commission has laid out an 
action agenda to provide much of the needed information. A number of states offer widely- 
publicized tuition pre-payment plans, and financial institutions are eager to encourage regular 
savings and investment for higher education. Moreover, the 1997 budget agreement incorporated 
many attractive new lax features to encourage parents to lay aside funds for their children’s’ 
education including permission to establish tax-deferred educational accounts and to 
withdraw IRA funds for educational purposes. Combined with the widespread availability of 
grants and loans, the establishment of new Hope Scholarships, and provisions for tax credits for 
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upperclassmen and women, these new provisions promise to bring a baccalaureate education 
within the grasp of pracucally everyone. 

Most families need to become better informed about these possibilities, and those with 
the financial means should make an effort to set aside something for their children's future. The 
Commission encourages them to do so, confident that higher education is not just an expense but 
also an investment The long-term financial return on the investment far exceeds the price 
students and families pay. 

Next Steps: Putting it AU Together 

Those, then, are the Commission's recommendations. They constitute a framework of 
shared responsibility to control institutional costs, improve market information and public 
accountability, deregulate higher education, redesign accreditation, and enhance and simplify 
Federal financial aid. 

Developing recommendations is easier than implementing them. Reports do not 
implement themselves, but must be put into practice by policymakers, members of the academic 
conununity, and citizens. Unfortunately, most reports of this nature rest unread on bookshelves. 
If that becomes the fate of this document and its recommendations, financial support for higher 
education could erode and others may step in to impose their own regulatory solutions. 

The first step to implementing these recommendations is rehlly in the nature of a plea. 
Everyone must shoulder his or her share of the burden of improvmg the situation described 
herein. If academic leaders, policymakers, and the general public satisfy themselves by blaming 
others, the situation will not change. All of us together must rise above polemics. We must 
avoid oversimplification. We believe it is time for straight talk about college costs and prices. 
To maintain access to higher education at a reasonable price, everyone will have to do more, 
make sacrifices, and work harder. There is ample work ahead for everyone. 

The second step is to move forward with the recommendations outlined above. The 
Commission’s charge from Congress was really quite simple: develop a set of recommendations 
to help keep college education affordable in the United States. No report can guarantee that 
result. But the steps outlined in this one point the nation, its educational leaders, its citizens, and 
its public officials in the right direction. 
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Appendix A: The Unfinished Agenda 



Colleges and univeisities are complex instinitions serving millions of snidents. In the relatively short pmod of imte 
since the «tahli»hm«n of the National Commission on the Cost of Hi^r Mucatioh._iiumerotB tss^ 
identified that could contribute to rising college uiitions. Tune, as we|l as the availability of data, did pot allow for 
> the thorough review of all of these issues. 

• Graduate Edncatioik How has the price of grad^ education changed over time? AVhai a^ 

relative costs of graduate education as compar^ tb ui^ergraduate education? How can we distin^sh 
these costs? Are undergraduate tuitions paying fqr graduate programs? Is the time to obtmn a PhJ5, 
increasing? ! 

• Part-tune Students. How much do part-time skidents pay to attend a postsecondary institution? 

is their price of attendance? How much and udiai types of financial aid do they receive? How inuch 

does it cost institutions to educate pan-time stud^ts? Do pan-time students need special types of 
services that differ from those of full-time studerjts? 

• Nontraditional Students. (Often consider^ to be students over the age of 22 who do not necessanly 
attend full-time; part-time students can be subsumed under nontraditional students). What types of 
financial aid do nontraditional students receive? WKat types of additional supports do they need? 

• Faculty WoHcload. How do faqilty spend their time? How can we improve upon current methods of 
obtaining data on faculty work? How much are they asked to teach? How frequently are faculty able 
to substitute activities for actual classroom teaching? Are there more efficient ways to teach? 

• Persons Who Do not Attend. Why do some high school graduates not pursue a college education? 

To whatextent do financial concerns keep persons from enrolling? -- _ _ 

• Proprietary Schoob. How much do proprietary students pay to attend their institutions? What does it 
cost a proprietary school to educate students? How much and what types of fiiiancial aid do 
proprietary school students receive? Has the avmlability of Federal aid, both loans and grants, 
influenced tuition growth in proprietary schools? 

• Costs and Quality. To what extent are changes in higher education costs related to changes in the 
quality of higher education? How are hi^er education products affected by changes in costs ? How 
can quality be improved and costs reduced? 

• Technology. How can advances in technology change the delivery of higher educat i on? How can 
technology help colleges and universities to reduce their costs? 

• Saving to Pay for College. How can students and their families save more efficiently to pay for 
college? What types of incentives might encourage farnilies to save? 

• Higher Education and the Business Community. How can businesses become more involved to help 
reduce some of the costs of higher education? To what extent arc businesses currently providing 
tuition benefits for employees? 

• E ducation- What does it cost colleges and universities to offer remedial education? How 

can higher education work with elementary and secondary schools to ensure that students are better 
prepared for college work? 
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• Tuition Remisskm. Does olTering faculty tuicioii remission for family members drive institution^ 
costs up? 



• Information Needs* What kinds of infornuttion.aiui publications would assist parents and students vo 
make informed decisions about attending college? 
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Appendix B; Technical Note 



Most of the data coniatned in this repon were previously publish^ elsewhm. the reader should consult 
the original sources for fiutto deimls concerning cited data. Sev^ of the tables do contain original tabuliuions of 
recent college cost and price trends (Issue 1 ). Ibis technical note provides infoniiatioh concerning how these fibres 
were denved. It describes: the data sources used to produce these estimates; the classification of students: the 
classification of institutions: the method used to estimate whai it costs colleges and universities to provide higher 
education to students (cost per FTE); and the derivation of “net price’' estimates. At the end of this note, several 
terms that are used throughout the repon are defined. 

Data Sources 

. Multiple years of tWo U.S. Department of Education data sources, the National Postsecondary Student Aid 
Study (NPSAS) and the Integrated Postsecondary Education Data System. (IPEDS) were used to estimate trends in 
average college costs and prices. NPSAS data were used to estimate student level information (e.g., tuition and total 
price of attendance) and IPEDS data were used to estimate institutional level figures (e.g.. enrollment and cost to 
institutions of providing higher education). 

NPSAS dau are not collected annually, but rather every thro years: 1986-87. 1989-90. 1992-93. and 
1995-96. The Data Analysis Systems (DAS) software and website (http://www.pedar-das.org) maintained by MPR 
Associates under contract with the National Center for Education Statistics (NCES) were used to generate the 
NPSAS based estimates. 

IPEDS finance and enrollment data were combined to derive estimates of the cost of providing higher 
^ucation incurred by institutions per full-time-equivalent student. Based on the ongoing work of Gordon Winston^, 
information concerning how colleges anc^umyerstttes spend their money as reponed on the IPEDS financial form 
was combined to reflect the fact that these institutions are multi-product entities and produce goods and services 
beside instruction. The capita) costs associated with the value pf the land, buildings, and equipment devoted to 
instruction are also factored into the estimate of the cost of providing higher education. (A more detailed 
explanation of this calculation is provided und^ the “C<»t per Student” discussion.) 

IPEDS finance data are collected every fiscal year. Finance data from fiscal years 1987. 1990, 1993. and 
1996 were desired to correspond with the student level information available from the four waves of NPSAS. Final 
finance data are not however, available for 1996. so data from 1995 and 1993 were used to estimate 1996 figures. 
The annual rate of change in the cost of providing instruction observed for each type of institution between 1993 and 
1995 was assumed to remain the same through 1996. Comparing the results of this assumption with estimates 
derived from early release 19% finance data revealed similar values. Enrollment data from the fall of the academic 
years in question were used to calculate full-time-equivalent enrollment (FTE). FTE is defined as the number of full- 
time students plus one third of the number of part-time students attending a given institution. 

The first three years of IPEDS finance ( 1987. 1990. and 1993) and fall enrollment data ( 1986. 1989. and 
1992) were acquired via the CASPAR website (http://caspar.nsf.gov). The 1995 finance and fall 1994 enrollment 
data were acquired through the NCES website (http://nces.ed.gov). 

Classification of Students 

D^ presented in this report are for full-time, full-year dependent students attending a single institution 
only. These students are considered for flnancial aid reasons to. be flnancially dependent on their parents. Parental 
as well as the student s own income and assets arc considered in the determination of need-based flnancial aid. 
Approximately 74 percent of full-time, full-year undergraduates were classifled as dependent in 1996. While part- 
time or part-y^ students comprise the majority. 62 percent of all undergraduates, the price paid by full-time, full- 
year students is more readily interpreted and compart across years. 
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Cterifirat kmaf Insdtntions 

Instituiiciiis were cl^tfied ba^ blii c^ or pri vaie nbi-for-prorici^ level of degree oifTered. 

Trends in prices and cdsu are esdniated separately f^^public four-year, private four-year, and public iwo-yev . 
institutions. In 1996, approximately 78 percent of all undergraduates attended a public in^tutibn: 46 percent were 
in two-year schools, 3 ( percent attended four-year schools, awl the remaining 1 percent were enrolled in in^tutions 
offering programs tasting lees than two years. Public institutions receive a share of current revenue from state 
appropriations: therefore tuition charged state residents at.these schools is often considerably lower than in the 
private sector. 

Cost per Student 

As nt^ above, the derivation of the cost of instruction per full-time-equivalent student draws heavily from 
the w(^ of Goiiten Wnston. Winston*s work makes two conceptual improvements over past measures of . 
institutions' cost of i^viding higher education. First, Wnsra recognizes that colleges and universities spend 
money in'areas that are clearly related, areas that axe paatially related, and areas that are completely unrela^ to 
instruction. Second, Winston accounts for the capital costs of the physical resources associated with providing 
higher education. 

Based on Winston's method, instruction costs are the sum of: clearly instructional expenditures: a 
proportion of the partiaily related expenditures: and a ptopmon of the capital costs of all the physical assets used by 
the institution. The proportion used in these calculations reflects the share instruction holds in the ove^l operation 
of the institution. The specific formulation of the cost per student estimation is described below and summarized in 
Exhibit B-1. 

The two IPEDS ex^nditure categories of Instruction and student services were treated as being clearly 
instructional and all the expenditures in these two categories was included in the insvuctional cost measure. The 
three IPEDS expenditure categories of institutional support, academic sup(xm. and operation of the physical plant 
were treated as being partially related to instruction and a proportion of fhe value of expenditures in these categories 
was added to the instructional cost measure. This proportion was calculated by dividing the sum of the two clearly 
instructional expenditure categories (instruction arid soident services} by the total current fund expenditures less 
mandatory and non-mandatory transfers, scholarship and fellowship expenditures, and the sum of the three panially 
instructional expenditure categories (institutional support, academic support, and operation of the physical piano. 
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EXHIBIT B*1: Annotated Formula for Coat Per Staident 



Coats 



Clearly 

Inatruetlon 

Current expenditures on: 
Instruction 
Student Services 



Pffopcnrtion 
* Partially 

' Instruction 

Current expenditures on: 
Academic Support 
Institutional Support 
Operation of Physical Plant 



Proportioiii 

♦ Capital 

Costa 

^ Depreciation (2.5%): 

Replacement value of Builjdings 
Replacement value of Equipment 

plus 



Opportunity Cost (9.12%) : 
Replacement value of Buildings 
Replacerrtent value of Equipment 
Replacement value of Land 

Where proportion equals 

Current expenditures on instruction and student services 
divided by 

Total current fund expenditures less: current expenditures on 
academic support, institutional support operation of physical plant 
scholarships and fellowships, mandatory and non-mandatory 
transfers 



Coat Per Student s 

Cost divided by full-time-equivalent enrollment 



Capi^ costs include both the real depreciation of physical assets and the opportunity costs associated with 
their use for higher education. IPEDS collects information concerning the replacement and book value of buildings 
and equipment used by colleges and universities. While the replacement value for land is not collected, book value 
for land u^ is. Land book value was convened to replacement or market \*alue by multiplying land book value by 
2.138. This correction of land value was based on the relationship observed by Winston arxl Yen ( 1995) between 
the book value and replacement value of buildings. Defxeciation was assume d to be 2,5 percent and Che opportunity 
cost was set to equal the average return over the past twenty years of 30 Year Treasury Bills. 9.12 percent Land 
values were assumed not to depreciate in value. Hence, the value of all capital resources consumed in the provision 
of instructional services is computed as follows: ZS percent of (Building replacernem value ^ Equipment 
replacement value) plus 9. 12 percent (Building replacement value ♦ Equipment replacement value ♦ 2.138 x Land 
Book Value). 



Due to a high level of missing data in the physical asset information in the IPEDS data, the data imputation 
techniques discu s sed in the appendix of Wnston a^ Yen ( 1995, p.39-40) were In onter to Iffsim the 
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im|>act of outlying cases, the highest one percent of estimated values of instructional costs per full-time>equtvalent 
student in each year were deleted from the analysis. 

Net Price Calcolationi 

The posted tuition, the "sticker price” is not paid by a substantial portion of undergraduate students due to 
financial aid. Roughly half of all under^aduotes receive some sort of aid. Among de^ndent students attending a 
college or university full-time for the entire academic year, the group of student that tables included in I^ue 1 focus 
on. the percentage reoeiviag some type of financial aid is higher still. 64 percent. 

Two different definitions of net price are used. In the first version of net price, only grant aid is subtracted 
from the total price of attendance. In the second version, all financial aid. including loan and work study earnings, is 
subtracted from Uk total price. The first definition captures the acntal price paid by students and families, regardless 
of the mechanisms to finance the purchase of higher education. Tlie second captures the actual cosh outlay that 
students and their families encounter during the year of college attendance. 

To maintain a consistent measure of total price of attendance over time, certain adjustments had to be made 
to the student self-reported total price information available in the NPSAS data for 1987 and 1990. The 1996 
NPSAS includes a revised measure of total price, a student budget variable based on the combination of student self- 
reports and institution provided data. A 1996 comparable version of this student budget variable was added to the 
1993 NPSAS data which al^ contains student self-reports of total price. Using 1993 NPSAS data, which contained 
both measures, ratios of the revised student budget variable to student self-reports were calculated for each type of 
institution addressed!^ the report. The institution specific ratios were then applied to the self-reported total price 
information available in 1987 and 1990 to make these data comparable to the 1996 student budget estimates. 

Definitioiis 

Consomer price.index.(CPI). This.price index measures the average.change in the cost of a fixed market basket of 
goods and services purchased by consumers. ^ 

Dependent student. Students who are, considered for financial aid reasons to be financially dependent on their 
parents. Parental as well as the individual student's income and assets are included in the calculation of the 
expected family contribution and thus financial aid awards. 

Independent student. Students who are considered for financial aid reasons to be financially independent from 
their parents. Parental income, and financial assets are not considered when calculating financial aid awards for 
independent students. Any one of the following criteria is sufficient for defining a student as independent: 
being 24 years of age or older by December 31 of the academic year in question: past service in the armed 
forces; being an orphan or. ward of the court: being married: having legal dependents other than a spouse: or is a 
graduate or professional studeht. 

Financial need. The difference between the institution's price of attendance and the student's expected family 
contribution. 

Unmet need. The student's price of attendance at a sj^ific institution less the student's expected family 
contribution and other financial assistance received. 

FulUtime-equivalenI (FTE) enrollment For institutions of higher education, enrollment of full-time students plus 
the full-time equivalent of pan-time students. The full-time equivalent of pan-time students is calculated in this 
repon as: three pan-time students are equivalent to one full-time student. Students ore considered part-time if 
their total credit load is less than 75 percent of the normal full-time load. 
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Income 

Median family income. Thai level of family income that divides the upper from the lower half of ail 
families. 

Pmonal disposable per capita income. The amount of money available per person to sper«d. The 
calculaiioii involves subtraedng aU m and coiporaie reinvestment from the country's 

Cifoss National Prod^ ad^g tnu^CT (e.g.. social security payments)/ and dividing the 

result by the number of people in the population. 

Regulatory Approves 

Perfonnance4msed approa^ the performance-based regulatory approach fixes a standard of 
perfomiahoe but genmily leaves to the institution the choice of procedures to meet the standard. , 

Command and control approach. In the command and control regulatory approach, a government agency 
fixes both the performance standard and the procedure to meet the standard. 
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Appendix C; Commissioner Biographtfs 



I Mai^n Anderson 

Senior Fellow. Hoover Institution of Stanford University, Stanford. California 

Mwiin Andereon is a Senior Fellow at the Hoover Instituuon of Stanford University. A former professor at 
o umbia University, he directed the policy research efforts of three presidential camj^gns. and was the domestic 
and economic policy adviser to President Reagan. 1981-82. 



grajdi 



Anderson 
Engineering 
He is the autlj< 
America. 



luated summa cum laude from Dartmouth College, and received a M-S. from the Thayer Schodl of 
i nd the Amos Tuck School of Business, and his Ph.D. from the Massachusetts Institute of Technology, 
or of eight books including Impostors in the Temple: A Blueprint for Improving Higher Education in 



Jonathan A. Brown 

Pr^ident. Association of Independent California Colleges and Universities. Sacramento. California 



Dr. Brown has been President of the Association of Independent California Colleges and Universities since 1991. 
nor to his appointment he was Vice President of the Association. Before that, he served in a varietv of political 
posmons incliiding work in the White House, the U.S. Senate, the House of Representatives and the California 
I^^slature. Brown has also served on a variety of boards including the National Association of Independent 
Colleges and Universities: as founding Chairman of United Educators Risk Retenuon Group and as a member of the 
Economics Council for the Universidad Anahuac del Sur in Mexico City. 



Brown receiv^ his A.B. (Honors) in IntemationaJ Relations from the University of the Pacific. He also studied at 
Geo^e Washington University. Catholic University and the Harvard Institute for Educational Management He 
received a D.P.A. from the University of Southern California. His dissertation, on tax simplification, was nominated 
for dissertation of the year by the American Society of Public Administration. He has been an adjunct professor at 
use and Golden Gate University and a visiting professor at Universidad Anahuac del Sur in Mexico City. 



In one sensed, the Commission was created as a result of a pervasive svntactic cot^ion that invades any 

Higher education lives in an environment where an average cost cf production of 
$20.000tCOST) is sold for $6.00(XPRlCEl If we concentrate only on price, we will be unsuccessful in keeping 
higher education accessible. The balance of our recommendations try to build on the strength efthe American 
system of higher education — one size does not fit aU because we have a diverse system. Better focus on and 
undystanding of the costs of higher education among administrators, faculty, students, families and policymakers. 
Will assure a higher educational systern that remains able to meet a diverse set of needs* but always in a cost 
effective manner . " 



Robert V. Bums 

DisUnguished Professor and Head of Political Science. South Dakota State Univeisity, Brookings. South Dakota 



Robert Bums is Distinguished Professor and Head of Political Science at South Dakota State University in 
Brooking. South Dakota. He is a Commissioner vrith the Western Interstate Commission on Higher Education, and 
tonnw Chairperson of two Governor's Committees focusing on education in the state of South Dakota. He has held 
teaching positions at the University of Missouti-Columbia and at the University of South Dakota. 



received his B S. in Political Science from South Dakota State University, and hU MJk. and Ph.D. in Political 
Wh?r r!ll V “'■““^’“ri-Columbia. He is the recipient of several teaching awards, including 

TMehimr°A*'Jt'“ioim' sqwKtte years, the Burlington Northern Excellence in 

Teaching Award in 1989. and the 1995 South Dakota Professor of the Year by the Carnegie Foundation for the 
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AdvMccmcm of Teaching. He is a former member and president of the Brookings. South Dakota. School Board and 
candidate for the state legislature. He was awarded the Bronze Star and Air Medal with Oak Leaf Cluster for his 
duty in Vietnam as a Captain with the United States Army. 

! am convinced that each of the eleven members of the Commission is committed to quality, affordable higher 
^lucaiion opportunities for the adult public as a means toward individual and communiry'well being in our imrion. 
The conuMn good and not narrow selfish interests directed the H’ork of the Comm/iiiofi. We were required by /ou- 
fo investigate eleven complex topics in American higher education including costs, prices and subsidies, if our 
product appean to be overty broad in focus it is because we have sought fo be true to our ifafuron' mandate. It is 
our hof^ that individuals and communities alike will benefit flom our effort to make higher education even more 
accessible through implementation of our many recommendations. ’* 

Clare M. Cotton 

President. AsstKiation of Independent Colleges and Universities in Massachusetts. Boston. Massachusetts 

Clare Cotton has served as the President of the Association of Independent Colleges and Universities of 
Massachusetts (AICUM) since 1987. AICUM represents 55 independent colleges and universities in Massachusetts. 
He served as President of the Boston-Fenway Program. Inc., a consonium of 12 non-profit educational, cultural and 
medical institutions from 1977-1987. Earlier he was Vice President for Government and University Relations at 
Boston University, Director of European Securities Publications. Inc. in London and a Special Writer for The Wall 
Street Journal. 

He received his undergraduate degree from Randolph-Macon College and his masters degree in philosophy from the 

University of North Carolina, Clu^l Hill. He has received honorary doctorate degrees from Randolph-Maooa 

Colleg^ Wentworth Institute of Technology, Mount Ida College, Becker College and Northeastern Univeisi^. He 
College Cameron E. Thompson Medal and the Becker College award for Distinguished Service to 
Higher Education. He is a member of the Public Education Nominating Council of Massachusetts and a founding 
member of the Brookline (MA) Chorus. 

••77ie Federal student aid programs, together, represent a kind of policy genius. Vie xariery of the programs 
combmes the Pell national grant system and the national loan systems with campus-based grant, work and loan 
programs, providing great flexibility in final awards to meet unforeseeable differences m student needs and 
changing student needs. Vie principle that nggd is the basis of awards under-girds these programs. Needs analysis 
covers the tuo relevant factors: the nsources available to the studehtffamily and thefitnding needed for the 
profMsed educational program. Basing financial aid solely on income would limit choice and flexibility, and would 
tend to tranfform student aid into a part of the welfare system. Support for the Federal system, in my view, entails 
support for its basic philosophy of needs-based awards. ” 



William D. Hansen 

Executive Director. Education Finance Council. Washington. D.C. 



^ the Execuuve Director of the Educauon Finance Council (EFC) in Washington, 
D.C EFC IS a nm-for-profit assoaation organized to represent the common interests of st^ studem loan secondary 
maAet organi^ons. Prior to joining EFC. Hansen was the Assistant Secretary of Education for Mimagement and 
Budget and C^ief Financial Officer, the Deputy Under Secretary of Education for Planning, Budget and Evaluation 
(MUng); and l^pu^ Assistant Secretary of Education for Legislation and Congressional Affiiirs. He also managed 
T affairs office at the U.S. Department of Commerce, directed intergovernmental and industry affairs at the 

U.5. Department of Energy and served as Deputy Assistant Secretary for Elementary and Secondary Education. 



C^vernorGeorge Allen appointed Mr. Hansen to the Virginia Commission on the Future of Public Education He 
also served on ^ Governor s Commission on Champion Schools in Virginia. He attended Idaho State University 
and^ua^ from George Mason University with a B.S. degree in Economics. He liyes with his wife and six 
children in McLean, Virginia. 
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Walter E. Massey 

President Morehouse College. Atlanta. Georgia 

In June of 1995. Dr. Walter Massey was named president of his alma mater. Morehouse College, the natipn*s only 
historically black, private, Uberal arts college for men. Prior to his appointment at Morehouse. Dr. Massey was a 
professor of physics and Dean of the College at Brown University. Director of Argonne National Laboraipiy. Vice 
President for Research at The University of Chicago. Director of the National Science Foundation and Provost and 
Senior Vice President for the University of California System. 

Dr. Massey received his B.A. in Physics and Mathematics from Morehouse, and his M.S. and Ph.D. in Physics from 
Washington University. As an expert in the fields of science and technology. Dr. Massey has traveled and consulted 
around the world for different countries and organizations. He currently, serves on the Board of Directors of . 

Rockefeller University and three additional corporate boards. He was previously a trustee for Brown University and 
the MacArthur Foundation. 

*7 hope this report becomes a resource for policymakers as they struggle with the critical choices as to how to 
maintain the excellent system of American higher education. I also hope it will help families and students to 
prepare early an to finance a college education. We in the education community must do our part by keeping 
college affordable. ’’ 

Barry Munitz 

President and CEO, The J. Paul Getty Trust. Los Angeles. California 

Former Chancellor. The California State University 

Vice Chairman. National Commission on the Cost of Higher Education 

During the work period of this Commission. Dr. Munitz was Chancellof and Chief Executive Officer of the 
California Slate University, a 23>campus system of state universities. He is now the President of die J. Paul Getty 
Trust, effective January 5, 1998. He is immediate past Chair of the American Council on Education, is a member of 
the Executive Committee of Los Angeles' KCET ^blic Television Station, has chaired the Education Round Table 
in California for the. past five years, and is Chairman of the new National Advisory Group for the Ford Foundation* 
supported Millennium Project on Higher Education Costs. Pricing and Productivity. 

He received a B.A. in Classics frorn Brooklyn College and a M.A. and Ph.D. from Princeton in Comparative 
Literature. After teaching at Berkeley and serving as Clark Kerr's assistant on the Carnegie Commission on the 
Future of Higher Education, he worked as the Academic Vice President of the University of Illinois system, as the 
Chancellor of the University of Houston, and as president of a Fortune 200 corporation. He has written widely on 
organizational theory, higher education, planning and governance. 

American higher education is the envy cf the world, and an absolute requirement for social and economic success. 
Our colleges and universities must be strongly supported and families must plan to afford them: however, they must 
make themselves much easier to understand and much easier to afford. This Commission is absolutely and 
unanimously convinced that America *s callages and universities remain an extraordinary value: but, it is also 
deeply concerned that most of them objfuscate their current funding patterns and refuse to cottfront seriously basic 
strategies for reducing their instructional costs . " 

Frances M. Norris 

Vice President for Congressional Affairs, U.S. West Inc., Washington, D.C. 

Ms. Norris was recently named Vice President of U.S. West, Inc. in Washington. D.C. She is responsible for 
advocacy before Congress of the company's cable, wireless and telephone strategics. Prior to joining U.S. West, 
Ms. Norris was the Vice President of the Dutko Group in Washington. Her career in Washington includes a 
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multitude of positions, including Special Assistant to President Bush for Legislative Affairs. Director of 
ongressional Relations for the OfYlce of NaUonal Drug Control Policy. Assistant Secretary of Education. Deputy 
sistant Secretary of Education. Assistant to then House Republican Whip. Trent Lott, and Legislative Assistant to 
Congressman G.V. Montgomery of Mississippi. 

She earned her B.S. from the University of Mississippi and her M.S.L.S. from the University of Kentucky. Ms. 
Norns IS listed jn Who's Who in America, Who-s Who (tf American Women Who's Who in American Politics. Who's 
om merging Leaders in America. World Who's Who of Women and International Who's Who of Professional 

nttn Hurin^rr 



Blanche M. Touhill 

Chancellor. University of Mi^ouri at St. Louis. Sl Louis. Missouri 

Six years ago Dr. Blanche M. Touhill became the Chancellor of the University of Missouri at St. Uuis. Prior to 
mis. she se^^ numerous omer positions at me same university, including Interim Chancellor. Vice Chancellor for 
Ac^emic Affmrs. Associate Vice Chancellor for Academic Affairs. Associttte Dean of Faculues. and Professor of 
HiMry ud ^ucation. She has held teaching posiuons at three omer colleges and was also a public school teacher 
V' Montgomery County. Maryland. In addition to aumoring and editing several 

. r. Touhill has written over 60 papers on topics ranging from Irish immigration to America, to me issues 
surrounding^pus extension on urban and land grant university campuses. She has also aumored numerous 



Dr. Touhill received dl of her degrees from Saint Louis University in Sl Louis. Missouri. Her B.S. and Ph.D. are in 
history and her MA. is in gepgraphy. During her career, she has been on me boards of directors of 29 different 
orgMizauons. She has devoted much ume to me Nauonal Associauon of State Universities and Land-Grant 

Association of State Colleges and Universiups. me American Council on Education and of 
the Urban 13 institution group. Dr. Touhill has been honored by many organizations, including a Distinguished 
ervice ward ^m the Dr Martin Lumer King, Jr. State Celebration Commission and me Humanist of the Year 
irom the James r. Homback Ethical Society. 



/ want to express-my appreciation for having been selected to be a member of this Commission. Higher Education 
IS O pat way to opportunity in our country and muXt provide access and quality offerings to the citizenry through its 
diverse types of institutions. I am pleased that the Commission favors a national gathering approach focused on the 
part-time students in the Higher Education system. " 



William E. Troutt 

President. Belmont University. Nashville. Tennessee 
Chairman. National Commission on the Cost of Higher Education 



Dr. Troutt hu been President of Belmont University in Nashville. Tennessee for me last 1 7 years. During his 
presidency Dr. Troutt has helped Belmont increase its enrollment by 75 percent, raise me average ACT score of its 

«"i'iSi"’'"n ‘*'® Seographic diversity of the student body. He has raised more man 

00 million endowment and the university gained national recognition when it won the 1995 Innovative 
Management Achievement Award from me Nauonal Association of College and University Business Officers. 

Ph ® Religion from Union University, a M.A. in Higher Educauon and 

Phitosophy froin me Uhivi«ity of Louisville and a Ph.D. from Vanderbilt University in Higher Education. After 
EducllJ^^f^ admission offirer at Union University, he worked as me Assistant Director of me Tennessee Higher 

Associate wim McManis Associates of Washington. DC. and men as Execuuve 

cX^I^iiLnif hlT"p *>ecoming President. He was recently named one of me Nation s Most Effective 

College Presidents by an Exxon Foundauon Study and as one of Nashville's Most Influential Ciuzens. 
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"Can higher education think about achieving student learning in ways other than faculty, meeting with groups of. 
students at regularly scheduled times and places? Can higher education organize itself differently and ultimately 
use technology both to improve quality and lower costs? Can higher education shift its focus from teaching to 
learning and from time served to results? The long-term challenge of managing college costs will require creative 
new thinking about teaching and learning, ’’ 



Geo^e W. Waldner 

President. York College of Pennsylvania. York. Pennsylvania 

Dr. George Waldner has been the President of York College since 1991 . leading the institution to attain national 
recognition for achieving both quality and efficiency in higher education. In addition, he serves as the President of 
the Board of Directors of the Historical Society of York County and is a member of the board of directors of the 
Byrnes Health Education Center and South George Street Community Pannership. an urban ie>development agency. 
Dr. Waldner has been active in regional accreditation.^serving on evaluation committees for both the Southern 
Association of Colleges and Schools and the Middle States Association. 

Prior to becoming Pr^ident at York. Dr. Waldner was the Vice President for Academic Affairs at Wilkes University 
and Provost and Faculty Member at Ogelthorpe University, where he was honored twice os the outstanding 
classroom teacher. He is the author of numerous publications and papers related to the economics and politics of 
Japan as well as the economics of higher education. He received his A.B. from Cornell University, his M.A. and 
P|i.D. from Princeton University, and is a certificate recipient from the Inter*Uniyersity Center for Japanese Studies 
in Advanced Written and Spoken Japanese Language. 

Colleges and universities must begin to pursue efficiency with as much fervor as they pursue quality. With 
creativity and commitment, each institution can find ways to enhance both excellence and value in higher 
education.” 
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Appendix D; Commission Meet^qs 



C(mMisstoN Meeting 
August 11. 1997 
Washington. DC 

Presetaatiqm 

The Honorable Howard P. McKeon. Member. United Siattt Congress. California 

CtMiMissiON Meeting 
September 7>8. 1997 
Washington. DC 

Presentations: 

The Honorable Howard P. McKeon. Member. United Stales Congress. California 

Dr. William F. Massy. The National Center for Postsecondary Improvement. StanfOTd University. The Jackson Hole 
Higher Education Group. Inc. 

Commission Meeting 
October 16. 1997 

Hoover Institution. Stanford University. Palo Alto. California 
Presentation: 

Mr. Gerhard Casper. Presidem. Stanford University 
Panel of Presidents 

Dr. James L. Doti. President Chapman University 

Dr. Stephen C. Morgan. President. University of LaVeme 

Dr. Leo E Chavez. Chancellor. Foothill-DeAnza Community College District 

Dr. Robert L. Caret President San Jose State University 

PuBuc Hearing 
October 27. 1997 
Washington. DC 

Presentations: 

American Association of Commimin* Colleges 
Dr. David R. Pierce. Presidem 

Dr. Robert C. Messina. President Burlington County College 

Association of Jesuit Colleges and Universities 

Father James C. Goiter. S J.. Chancellor. Loyola University New Orleans 

Modem Language Association of America 
Dr. Herbert S. Lindenberger. President 

Urban IS institutions 

Dr. Gerald L. Bepko. Chancellor. Indiana University-Purdue University 

Dr. f^unck M. Rooney. Special Assistant to the Vice President and Associate Professor of Economics, 
Univerrity-Purdue University 

Dr. Gregory M. St L. O'Brieit Chancellor. University of New Orleans 

Association American Universities 
Dr. Cornelius J. Pings, Presidem 
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State Higher Education Executive Officers -v ' ' 

Mr. J, Michael Mullen, Imehm Direaor. State Council of Higher Education of Virginia 

United States Congress 

The Honorable Michael N. Castle, Delaware 

American Association of University Professors 
Dr. James E Pcrly, President 

National Association of College and Univeniry Business Officers 
Mr. James E. Morley, Jr.. President • 

Committee for Economic Development 
Mr. Charles M. Kolb, President 

Commission Meeting 
November 7, 1997 

Northeastern Unii^rsity. Boston. Massachusetts 
Presentations: 

Dr. Gordon C Winston. Orrin Sage Professor of Political Economy. Williams College 
Dr. Richard M. Freeland. President. Northeastern Universitv 
Dr. Neil L. Rudenstine. President Harvard University 

Panel of Faculty Members 

Dr. Phyllis W . Barrett Professor of English. Holyoke Community College 

Dr. Roben L. Silbey. Professor of Chemistry, Class of *42 Professor. Massachusetts Institute of Technology 
Dr. Jeffrey L. Roberts. Professor of English. Worcester State College * ■ 

Dr. Raymond J. Stair. Theodora Stone Sutton Professor of Classics, Wellesley College 



Discussion Group with Parents 
November 10. 1997 
Hume Fogg Magnet School 
Nashville. Tennessee 

Commission Meeting 

November 17- 1 8, 1997 

Belmont University, Nashville. Tennessee 

Presentations: 

Dr. Terry W. Hartle. Senior Vice President for Government and Public Affairs, American Council on Education 
Mr. Arthur M. Hauptman. Consultant Arlington, Virginia 

Commission Meeting 
December 4. 1997 
Washington. DC 

Report Release 
January 21, 1998 
Washington. DC 
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Appendix E; ExPERTPAmts 



Are Postseeondary Education and Training Worth it? How Do You Know? 
Educational Testing Service 
Anthony P. danuBvale 
Donna M Desiocheis 
Marlies A. Dunson 
Richard A. Firy 
Neal C Johnson 



Federal Student Aid and the Growth in College Costs and Tuition: Examining the Relationship 
Aithur M. Hauptman 
Cathy Krop 



Remarks on Restructuring Higher Education 
Wiiiiam F. Massy 



Student Aid A Tuition: Toward a Causal Analysis 
The American Institutes for Research 
Roy J. Pear^n 
St^ane Baldi 



The Real Cost of Higher Education, Who Should Pay and How? 
Alan Reynolds 



College Costs: Subsidies* Intuition and Policy 
Gofdon C. Winston 
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Appendix F: Consultants 



American Institutes for Research 

Rita J. Kiishstein. Project Director 
Amy Smith O'Malley 
Roy J. Pearson 
David A. Rhodes 

James Harvey and Associates 
James Harvey 
Roger M. Williams 

The Ingram Group 

Lewis Lavine 
Joe Hail 
Chris Jewell 

The Institute for Higher Education Policy 
Jane V. Wellman 

Levine and Associates, Inc. 

John Vance 
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Senator Faircloth. We will take a short recess and begin again 
in about 10 minutes. Thank you. 

[Recess.] 

Senator Faircloth. The Committee will come to order and we 
will begin with Mr. Robert Karr. 

STATEMENT OF ROB KARR, VICE-PRESIDENT, GOVERNMENT 

AND MEMBER RELATIONS, ILLINOIS RETAIL MERCHANTS 

ASSOCIATION, CHICAGO, ILLINOIS 

Mr. Karr. Senator Faircloth, thank you for the opportunity to 
appear before you this morning on behalf of S. 2490, the College 
Costs Savings Act. My name is Rob Karr and I am vice-president 
of Government and Member Relations for the Illinois Retail Mer- 
chants Association. We represent about 23,000 member stores of all 
lines and types of merchandise in Illinois, including university 
bookstores, convenience stores, laundry, quick service restaurants, 
and restaurants that are in and around university campuses in Illi- 
nois. 

Illinois has a lonptanding experience with this issue. We are one 
of the few States that has an act on the bcx)ks that has attempted 
to dissuade universities from their anti-competitive practices. \^at 
underpins this whole issue as it is contained in S. 2490 is equal 
access to the student marketplace,, and through equal access pro- 
vicling a competitive marketplace which benehts the students and 
consumers. In the simplest terms, the benefits of competition are 
taught in economics 101 but not applied in the on-campus manage- 
ment of today’s universities. 

Illinois first established its University Retail Sales Act in 1984 
in response to some imiversities which were attempting to monopo- 
lize computer sales on their campuses. They were using their tax- 
payer-provided superior retail sales location advantage to negotiate 
discounts with computer manufacturers, discoimts that were sim- 
ply unavailable to anyone who did not have the location on campus 
or the access to financial aid that the on-campus entities had. So 
the Act was established in 1984 to address that imcompetitive 
practice. 

In 1989, the Act was amended again to require universities to 
offer the same access to credit operations to off-campus retailers 
that on-campus retailers were eiyoying at the time. On-campus 
stores were extending their own cre^t through the universitys fi- 
nancial offices. Therefore, an on-campus store could not offer uni- 
versity-authorized or administered credit imless that credit was ex- 
tended through an independent credit organiza;tion, such as Visa, 
Master Card, American Express, et cetera, and available to all 
competing merchants. 

But the universities found yet another way to attempt to get 
around that. In 1995, we had to amend Illinois’ Act again, and this 
was as a result of a debit card program instituted by the Univer- 
sity of Illinois that was also in differing stages of implementation 
at other State universities in Illinois. Students were allowed to 
debit their purchases to their student ID. Those debits were then 
deducted from their university-administered account. The catch 
was that the students could only make their purchases and utilize 
the convenience of this debit program at the imiversity-owned and 



operated or leased stores, not only including the bookstores, but the 
restaurants, convenience stores that were on campus, and the. laun- 
dries. 

IRMA initiated its amenc^ents in 1995 to. attempt to address 
that issue, as well. But despite repeated amendments to the Illinois 
law and what IRMA would see as tightening of the Illinois law, it 
has not always deterred taxpayer-supported universities from at- 
tempting to establish a monopoly-based economy on campus, to the 
detriment, we believe, of their student consumer populations and 
certainly to the detriment of the entire merchant community. 

Recently, it would appear that some universities, at least in Illi- 
nois, are willing to go so far as to completely ignore the law. Ear- 
Uer this summer, it was brought to IRMA’s attention that Southern 
Illinois University was looking to implement a debit card program 
disguised as and called a gift certificate program. IRMA imme- 
^ately contacted Southern Illinois University, and upon their own 
internal investigation, it was discovered that university personnel 
in the finance office were looking to implement the program. 
Thankfully, that program has now been shelved. However, had it 
not been for the early warning we received, it was quite possible 
that a completely illegal program would have been implemented. 

That very thing has happened at Northern Illinois University 
this year. Northern Illinois University, despite having been a party 
to the 1984, 1989, and 1995 negotiations which produced not only 
the original Act but the amendments that followed, and therefore 
being fully aware of the law, proceeded this year to ignore the law 
and implement a debit card program called ^Tlusky Bucks”, which 
seems to intentionally exclude oii-campus 

Senator Faircloth. Called what? 

Mr. Karr. Huslty Buc^. Northern Illinois Huskies is their mas- 
cot, so they are called Husky Bucks. TTie card is only good at the 
student center and in the residential halls. Northern lUinois even 
advertised this pro^am and urged students to stay on campus to 
do their shopping. At first. Northern Illinois University denied the 
pro^am was functioimg, Then they suggested that it was func- 
tioning but it was being rolled out on a umited basis to laimdry 
and food locations only, supposedly to gain experience in hpw to 
handle this type of program. TOs, if not a violation of the Illinois 
law, is clearly outside of the spirit of previous negotiations. 

Finally, Northern Illinois University claimed they sent invita- 
tions to participate to everyone, but the cost was nearly $5,000 to 
anyone choosing to participate, well above the cost of similar pro- 
grams at other State-run universities, and it required 8 weeks to 
install. The significance of this, of course, is that the on-campus lo- 
cations of Northern Illinois University had theirs installed over the 
summer. Most student spending takes place in the first couple 
weeks of the first semester, so they were able to instill in the stu- 
dent consumers shopping patterns and essentially monopolize the 
market. 

What was sought imder the Illinois law and was being asked for 
here in S, 2490 is simply defined as fairness. If an institution of 
higher learning wishes to enact a debit or credit card program, 
every retailer in the market area should be given an equal oppor- 
tunity to participate and on-campus retailers shotdd have to bear 
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the same costs as ofF-campus retailers who choose to participate. If 
off-campus retailers choose not to participate, that is their choice, 

but the offering should be made. _ 

It is IRMA’S opinion that the winners will be the student con- 
sumer, his or her family, and equally important, the private entre- 
preneur-operated businesses around college campuses. ^ 

Finally, let me answer' the question that frames this liearing 
today, at least from the Illinois perspective. “Can Small Businesses 
Compete With Campus Bookstores?*^ As we have seen in Illmois, if 
given equsil access, they can and do, and they not Only compete, 
they thrive. I am certain that the same is true in Washington as 
it is in Springfield, Illinois. There are seldom opportunities to sup- 
port ah initiative that positively impacts the taxpayer, student con- 
sumer, and higher education without costing more money. 

Passage of S. 2490 would ensure that no matter where a student 
attends college, their money and any taxpayer-provided aid moneys 
they receive cfln be maximized through a competitive markrt. It 
would be superior to the existing Illinois law and it would^ have 
substantial and immediate financial iiripact on any umversity or 
college attempting to circumvent the law. j x- 

Senator Fairdoth, thank you again for your time and attention 
this morning. Your consideration of this much-needed legislation is 
gresitly appreciat6d, cartainly on behalf of Illinois retail merchants 
and most especially upon the behalf of our members. And I might 
add in closing, while we are very supportive of wlmt you have laid 
before us, we would love to see food services delineated as _ goods 
and services as consideration of this bill takes place in the future. 
Senator Faircloth. Thank you. ^ 

[The prepared statement and attachments of Mr. Karr follow:] 
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Rob Karr, Vice-President 
Government & Member Relations 
Illinois Retail Merchants Association 

TESTIMONY: 

Chainnan Bond, Honorable members of the committee: thank you for the opportunity to ^pear 
before you this morning on behalf of S. 2490 the "College Costs Savings Act". 

My name is Rob Karr and I serve as Vice-President, Government & Member Relations for the 
Illinois Retail Merchants Association representing over 23,000 lllinois-stores. IRMA*s members 
include every size and type of merchandise line including imiversity book stores. It is on behalf 
of IRMA* s university book stores members as well as convenience stores, laundries and quick 
service food members in near proximity of colleges and universities that I come before you 
today. 

Illinois has fought many legislative battles over whether taxpayer-stqiported universiti^ should 
be allowed to carve out monopolies in their student centers, residential commons, and other 
university-owned property. No one argues that on-campus facilities are convenient for the 
studerit or that they have the right to exist and an obligation to provide service to students. They 
are and they should. One can easily make the argument that on-campus retail facilities do have an 
advantage by virtue of their location. Location battles are not issues IRMA injects itself into so 
long as such locations are achieved &irly. However, advantageous location is apparently not 
enough for many universities. What underpins the vdiole issue as contained in S. 2490, is equal 
access to the student-marketpl^ and, through equal access, providing a competitive 
marketplace which benefits the student-consumers. In the simplest terms, the benefits of 
competition are taught in Economics 101 but not applied in the on-campus management of 
today’s universities. Illinois has dealt with this issue several times. 

Illinois first established the University Retail Sales Act in 1984 as a result of computer sales. 
Universities were selling computers at a substantial discount. Universities were using their 
substantial location advantage, courtesy of the taxpayers, to negotiate discounts with computer 
manufacturers that were not available to near-campus retailers. The Act prevented the 
establishment of an on-campus retail operation selling goods and services available off-campus 
unless off-campus merchants had the same opportunity to compete. 

In 1989, the Act was amended to require universities to offer the same access to credit operations 
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to off-campus retailers that on-campus retailers had. Therefore, an on-campus store could not 
offer university authqri^ or administered credit unless that credit was extended through an 
' independent credit organization (i.e. Visa,' MasterCard, AMEX, etc.) and available to all 
conipetingnieichants: . ^ ^ 

In 1995, the Act was amended again. This amendment was enacted as the result of a debit 
program instituted by the University of Illinois but in differing stages of implementation at other 
state universities. Students were allowed to debit their purchases to their student id. Those debits 
deducted from a university administered account, llie catch was that the students could only 
utilize the convenience of this debit program at the university-owned and operated bookstore. 
After several refusals to open the program to other interested retailers in the area, IRMA initiated 
an amendment and changed the title of the Act to its current title — The University Credit and 
Retail Sales Act. In friimess to the University of Illinois, it should be noted that since the Act 
was amended in 1995, the U of I has been most accommodating to all interested retailers. 
Retailers suffer none of the harassment that is often found at other universities such as 
withholding required reading lists in order to handier the off-campus bookstores ability to order 
books and fulfill student-consumer needs. 

While Illinois’ law was a positive step where the U of I was concerned, that is not the case at all 
other taxpayer-financed Illinois institutions of higher learning. Unfortunately this law has not 
always deterred taxpayer^si^ported universities from attempting to establish a monopoly-based 
economy on campus to the detriment of their student-consumer population and the merchants 
community. Recently it would qipear that ^me universities are willing to go ^ far as to 
completely ignore the law. 

^lier this sununer, it was brought to IRMA’s attention that Southern Illinois University (SlU) 
was looking to mplement a debit-card program disguised as a gift ce^ficale program. IRMA 
immediately contacted SIU. Upon their own internal investigation, ^t was discovered the 
university persoimel in the finance office were looking to implement the program without 
consulting the President That program has now been shelved However, had it not been for the 
early-warning IRMA received, it is quite possible that a completely illegal program would have 
been implemented. That very thing has happened at Northern Illinois University (NIU). 

NIU, despite having been a party to the 1984, 1989 and 1995 negotiations which produced the 
University Credit and Retail Sales Act and, therefore, being fully aware of the law in Illinois, 
proceeded this year to ignore the law and implement a debit-card program which seems to 
intentionally excluded off-campus retailers. The card was only good at the student center and in 
the residential halls. NIU even advertise this program and urged students to stay on campus to 
do their shopping. A copy of the advertisement is enclosed for your convenience. At first NIU 
denied that this program was functioning. Then they suggested that it was functioning but was 
being rolled-out on a limited basis to laundry and food locations only in order to gain experience. 
This, if not a violation of the Illinois law, was clearly outside the spirit of previous negotiations. 
Finally, NIU sent invitations to participate to everyone but the cost was nearly $5,000 - well 
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above similar programs at other state-run universities and it required eight weeks to install. 
Furthermore, ^e on-campus stores had their systems install^ and operating during the first 
semester when students spend the most money and when shopping habits are established. It 
appears that NIU*s intent was to establish a monopolized consumer maiicet on-campus, utilizing 
taxpayer dollars in violation of state law. Which brings us to why Illinois enacted its law in the 
first place and why you are here today considering the legislation before you. 

Monopolized markets are not good for the economy nor, most importantly, for the consumer. 
Monopolized maiicets are not responsive to consumers needs. The consumer will inevitably pay 
higher prices and suffer from limited choices. Everyone, including students, many of whom work 
long and hard over the summer to help pay for college or parents with second or third jobs to put 
their children through college, deserve the benefits of a competitive, free enterprise maiicetplace. 
With the skyrocketing costs of higher education, is it fair to then allow these taxpayer-financed 
institutions to extract even more money from the students and their families and disadvantage 
many taxpaying merchants by creating captive consumers in a monopolized marketplace? We 
think not. 

Three-fourths of all student financial aid comes from the f^eral government. Five billion of the 
taxes we pay to the federal government are utilized to help provide higher educations for the next 
generation. If just one-percent, or $500 million is saved by requiring universities to practice the 
competitive economics they teach on campus, students may graduate with slightly smaller debt, 
parents may have slightly smaller debts, but certainly taxpayers will see their tax dollars go . 
farther. 

As economies, markets, and even governments all over the world are deregulating, should 
taxpayer-financed institutions of higher learning be the last bastions of anti-competitiveness? 
Again, we think not. It is not fair to students, their parents or the taxpayers who finance these 
institutions of higher learning and it is certainly not fair to the businesses around campus who 
pay property and income taxes to help support these institutions of higher learning. 

What was sought under Illinois law and what is being asked for here in S. 2490, is simply 
defined as fairness: if an institution of higher learning wishes to enact debit or credit programs, 
ev^ry retailer in the market area should be given an equal opportunity to participate and on- 
campus retailers should have to bear the same costs as off-campus retailers who choose to 
participate. If off-campus retailers choose not to participate, that is their choice. However, they 
should be given the opportunity to participate on an equal footing with equal notice with their 
on-campus or university-owned competition. The winners will be the student-consumer, his or 
her family, and equally importknt, private entrepreneur operated businesses around college 
campuses. 

Finally, let me answer the question that frames this hearing today: ‘can small businesses compete 
with campus bookstores?’ As we have seen in Illinois, if given equal access they can and do. 

And not only do they compete they thrive. 
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I am certain that the same is true in Washington as it is in Springfield, lUinots: there are seldom 
opportunities to support an initiative that positively impacts the taxpayer, students and higher 
education without costing more money. Passage of S. 2490 would ensure that no matter where a . 
student attends college, their money and any taxpayer-provided aid monies they receive, can be 
maximized through a competitive maiket . S. 2490 would be superior to the existing Illinois law 
in that it would have substantial and immediate fiiiancial.impact on any university or college 
attempting to circumvent the law. While the Illinois law has to some extent dissuaded 
universities and colleges in Illinois from engaging in practices outside the law^ S. 2490 would 
provide the immediate and effective enforcement necessary to deter those who would to 
hold captive the student-consumer, the taxpayers, and exclude them from the economic benefits 
of competition. 

Thank you again for your time and attention this morning. Your consideration of this much 
needed legislation is greatly q>preciated and on behalf of the Illinois Retail Merchants 
Association, I would be pleas^ to answer any questions you may have. 
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ACT 115. UNIVERSITY CREDFT 
AND RETAIL SALES ACT 

Section 

Short title 

IISA. Prohibition; exceptions. 

11^ Ehiforcenient--VIolation8. 

imOL Short tide 

$ 0i)l. Short title. This Act may be dted as the Univer- 
sity Creifit and Retail Sales Act 

PA. 83-1333, § 0.01. added by PA. 86-1324. $ 1162, efiC 
Sept 6, 1990. Amended by P-A. 8&-40T, § 5. efiC. July 1, 
1996. 

Formeriy nLRev.Statl991. cb. 144, 1 251.9. 

Title of Act: 

An Act relating to credit and retail sales of merchandise by or on the 
proper^ Siam institudoos of higher kamiog. PA 83^1333. ap- 
proved and eff. SepL 7, 1S184. amended bf PA 89-407. ap- 
proved Nov. 17. 199S. e£E. July U 1S198. 

llS/1. Prohibitioii; exceptions 

$ 1. Prohibition; exceptions. 

(a) Tim governing board of a State institution of higher 
lAar^g may not permit or authorize a retail store carrying 
any Kru» of gene^ merdhandise to be operated by that 
institution or to be operated on property hrid or lea^ for 
the use of the institution when sn^ an operation can reason^ 
ably be expected to be in competition with private retafl 

in the community, nnlpaa the goods sold by- 
store are unavailable in quantities aufiSctent to meet the 
reasonably student are unavailable on '"a 

.year round or were cmnmonly sold by the institiition or 
on such property before January 1. 1980. The governing 
board of a State institation of learning also may not 
permit or authorize any peison to conduct a bnafness of 
selling goods, services, or a combination thereof to the gener- 
al pubRe on property held* or leased for the use ot. the 
institation wfa^ sudi an operation can reasonably be expect^ 
ed to be in competition with priv^ retafl nmrdimts in t^ 
commumly nnl*^ sngh merdiants have the oppbotumty to 
compete for the pper^hm of sudi a business on such proper;-^ 
ty. "Person** means an individual, corporation, business' 
trust, estate,, trust, partnership, assod^tioi^ cooperative, or 
any other le^ entity. This Act does not prohibit^ sale, by 
such an insStution or bn such property, of items commonly 
sold by such institutiona before Jaimary 1, 198(1 "Commonly 
sold” mpfliw exdusively those lines d prodnets sold in the 
regular course of busfoesa p^ to January 1, 1980.^. This 
Act does not.prohifah the sale of goods.whE^aie the result 
of advances since 1980 and are required for 

assignments or classroom activities. 

(b) *nm governing board of a State Institntion of higher 
learning msy not permit that institution or a refofl store 
operated by that institation or operated on property held or 
le a se d for the use of the institution to nmkA credit sales when 
the credit extended is the credit of the retail store or the 
institution its^ This subsection (b) does not prohibit the 
retafl store from making credit sales through an independent 



credit organization not affiliated with the uistitution or the 
retail store, such as by means of a bank or other credit cani 
or through the use of a debit card issued by the institution or 
otlmrwise; so long as private retafl merchanta in the commo. 
nity are afforded a reasonable opportunity to participate io 
such debit sales through appropriate agreements with 
the institution. This subsection does not prohibit the sale 
on credit to students receiving fi^dal assistance by such an 
institution of textbooks, food, beverages, or educational itenia 
required for use in classroom activities, so long as private 
retail merriiants in the community are afforded a reasonable 
oppoitnnity to participate in such credit sales through appro- 
priate agreements with the institv^on. 

PA 83-1333, § 1, eff^ Sept 7, 1984. Amended by PA 86- 
585, $ 1, eft Jan. 1, 1990; PA 87-683, § 1, eff. Jan. 1, 199& 
PA89-407, $ 5, eft July 1, 1996. 

Form^ HLRev.Statl991, cb. 144, 7 252. 

115/2. Enforcement— Violations 
$ 2. Enforcement; violations. Whenever the Attome; 
Genered of tl^ State has reason to believe that any person or 
retafl store operated by a State institution of higher leanung 
or operated on property held or leased for the use of the 
institution is using, has used, or is about to use any method, 
act or practice in violation this Act and that proceedings 
vnM ^ in the public interest, he may bring an action in the 
n^mft of the State against any person or retafl store operated 
by a State institntion of higgler learning or oper^ oo 
property held or leased for the use of the institution to 
r^tzsin and prevent any violation of this Act In the 
enforcement of this Act the Attorney General may accept as 
y qgnpinfA of discontinuance of any act or practice d eeme d ii 
violation of this Act from any person or retafl store opereted 
by a ^tate institiition of hi^ier learning or oper^ <b 
property h«dd or leased for the use of the institution engig* 
ing in, or that has engaged in, that act or practice. Faito 
to perform the terms of any such assurance constitutes prioi 
fad e proof of a violation of this Act 
PJL 5 2, added hy ?Jl 87-683. $ 1, eft J«n. L 

1992. Amended by PJL 89-«07, $ S, eff. July L 199^ 
FanneriyIlUie7.Stata991,cb. 144, 1253. 
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^ Northern Illinois 
University ignores law 

Igr Vtrr Pmidrmi/O it ot r m Mv tU tMatiama Rv6 Karr 

Appeunently, ivoiy towers ore above the low..At 
lokthose ofNcNtheinnUhoisUniveraty(NlU). 
In 1996, the State of Illinois nego^ted the 
Urdversity Credit and Retail Saks. Act with 
every Slide untveisily, indud^ NIU. Among 
other tiling the low prevents univerBitics hem 
estaUidiing eadusive credit or debit cord rela- 
tionshlps with their students for use at on- 
campus letaikas whib eadudtng olT-^mpus 
merchants from access to these cords. The Act 
ensures that taxpayer dollars ore not bang used 
to imibirfy omipcte with the private sector, al- 
lows students at these univeimties toshop wher- 
ever they prder, and protects tlw free market. 
Tins protedim of the five market. Olid allowing 
students the widest possifab access to it, lavors 
thestude n thyhddmgdownoastaonapynuiriber 
of items and services frnn food and dothes to 
books and laundry. The costs ofsendingstudents 
to college are lii^ enough without being held 
hostage to amonq[>dnod marketplaoe. 

* Fbr a Um^ examine of just such a monopoly, 
look at NIU, which cstablishod a pre-paid ddnt 
card pro^am called Tlusky Bucks." By creating 

NIU helped negotiate the very 
law It broken which prohibits 
debhlq^lt arrangements thot 
exclude off<ampus merchants, 

a Uiuveraity payment vchide, the sdwol isoflTcr- 
ing an easy, secure way for students to handb 
everyday expenses withoutcorrying a lot ofeosh, 
and for parmts to know the inoney is bciirg spent 
on just these essentials. When IRMA inquired 
about the pfognam, we were told it was in a pilot 
stage and was only for food establishments and 
laundry services. NIU fuithm^ daimed that cv- 
etyoneHNi end offcampus-wqi^ beoflered the 
same right to partidpate tn (lie program at the 
same time. Apparently they took or for fixds. 

NIU has Gompletdy Igtroted State bw. The 
reality is that "Husky Budes* are only good at 
olveampus food service and bundty operations 
because the pregrom was not ini tiaily ofTeied to 
olTcampus competitors. When IRMA adeed for 
details, NIU switched gears and stated it would 
cost almost $6,000 for ofTcampus retaibrs to 
partidpate, and would take nearly eight weeks 
to estoMudi Uu! links to imitidpate. Since Uk^ 
vast minority of studcntspouling takes place in 
the fifot semester and student shopping pat- 
terns will be set fay then, NlU*s actions have 
served to deny its studcnts-NIUls custocneis- 
the benefits competiUon. 

Without so imich as a second (hou^t, N|U has 
abused taxpayer monies and biokim a ate^ law 
it wdl knew existed since the Univeraity itsdf 
hdpod negoU^ the regubtim. The sdiooTs 
acUons have brought into quedian the moral 
integrity of IlKnois* state-nm untveisity system 
and offer fiulhCTpioofthat the competitive mar- 
ketplace must be vigilantly protected from the 
enotxichfiient of those who would seek to make 
consumers captive and disadvantage tax-paying 
private retails on end near campuses. IRMA 
will upebte you on the outcome ofthis egregious 
vblaUan of state bw as events unfold.... 
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Senator Faircloth. Mr. Samu. 

STATEMENT OF ANTHONY SAMU, PRESIDENT, UNITED STATES 
STUDENT ASSOCIATION, WASHINGTON, D.C. 

Mr. Samu. Mr. Chairman, thank you for inviting me to give the 
student perspective on affordability of bookstore textbooks. My 
name is Anthony Samu. I am the president of the United States “ 
Student Association. As a membership-elected official, I speak on 
behalf of 3.5 million students at , 350 member campuses nationwide. 

The primary concern of our student membership surrounds ac- 
cess to education. The rising cost of college and increasing levels 
of debt pose severe limits on accessing education today. We have 
seen record levels in tuition and record levels in student , indebted- 
ness, ^d this brings up general concerns of what direction college 
affordability is taking. 

To -give a bit of personal experience and kind of the climate on 
most college campuses today, there has been a development in a 
number of ways to ease attending classes and to get financial aid 
and finances together. These developments or innovations have 
gone through a number of stages. 

One that I personally experienced was on-line registration, sim- 
plifjdng, making it easier for students to get into their classes, 

The next one was automatic deposit, which really took financial 
aid and paid off the university bill and now has moved into direct 
deposit into personal accounts for many college students. 

But now the last one is a creative new way that most colleges 
and universities are undertaking and that is with respect to college 
bookstores, but we do not believe that this was the most well- 
thought-out way of buying textbooks, and now this brings up our 
concerns. 

In my own experience at a financial aid office, which was my 
work-study job during my 4 years at college in obtaining my under- 
graduate degree, for myself and many other students who worked 
while on campus, it developed an interesting system where we 
were subjected to getting to the college bookstore late, which was 
the on-campus bookstore, which meant, as a result, there were no 
used books left and the prices that we were expected to pay were 
pretty much ait record levels. 

Fortiuiately enough for my university— I attended the University 
of Colorado — had the opportunity to go to an off-campus bookstore 
and seek out those more affordable used book prices or just afford- 
able even new textbook prices. This affordability and this luxury is 
not being afforded to the rest of my membership and the rest of 
the students throughout the Nation. In different scenarios, stu- 
dents are being subjected to paying full price or they are paying ex- 
orbitant prices, well beyond market value. 

What we have to de^ with now, though, is kind of balancing in- 
novation and affordability. We do feel it is important to — and let 
me just state that there is an importance of preservation of stu- 
dents’ privacy, and as a membership-driven organization represent- 
ing the students, we definitely want to preserve the utmost pri- 
vacy. But in dealing with that, also, we want to open up the cam- 
pus so that we can have the most affordable ways of cutting the 
costs for students today. 
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Most students really have no choice in the tuition they pay, and 
by Congress’ initiative, that is also being taken into consideration. 
But deling with textbooks, students are developing innovative and 
creative ways of trying to get around the high prices. 

During the drop-add period, many students, as a result, are hav- 
ing to decide whether they can even take a class or not or take 
classes together. What I mean by that is what I was able to do was 
go to the college bookstore and priced out the textbooks, and just 
seeing the sheer cost of them, which, on average, is about $568 a 
year, it really forced me as a student on flnanci^ aid, receiving the 
m^mum Pell grant, to decide whether I could take all those 
science classes or whether I could take all those humanity classes 
together. 

A good example that I faced was deciding whether I could take 
chemistry, the general lecture class, and the lab together. With 
book prices in the neighborhood of $100 per textbook, it really de- 
cides whether a student can truly gain access to that classroom. 

The other creative ways that many of my coimterparts have 
taken is to look in their college bookstores or to look at their public 
libraries on their campuses and decide if they can just check out 
their textbook as time permits. For many students, though, this 
does not give them the best opportunity to really be a student 
while on campus. 

The other ways of dealing with this is coming through buying it 
on credit cards or going shopping at neighboring bookstores. Espe- 
cially after a college and university divides up the loan check and 
the money left over is enough just to pay rent or to pay just for 
the food, it really presents a situation where students decide, OK, 
it is time to decide that I cannot buy all the books for one class 
or I cannot buy all the supplies that I need. 

So what we are , asking today is that college bookstores really 
open up their relationship with the community, really develop a 
system that is mutually beneficial for both the students, the local 
surrounding community, and the university in and of itself We do 
not believe that creation of monopolies on college campuses today 
is a benefit for college students. 

The other thing, though, is in balancing this innovation and bal- 
ancing the affordability for college students, we really need to look 
at the fact that, yes, with innovation, we can simplify a student’s 
life or we can cut down on the lines. But if inevitably that student 
is paying $200 to $300 more each semester, that is going to result 
in that student not taking certain classes, hot graduating on time, 
and not being able to reily fully develop themselves as a college 
student. 

I thank you for your attention today in this and we hope that in 
the future we can present more student testimony. We have set up 
through our membership a way of students addressing these con- 
cerns and writing letters on their own personal experience, and es- 
pecially in this time, this fall time, our membership and myself and 
others at my office will be going onto college campuses and finding 
out what their latest experiences are. Tliardc you. 

Senator Faircloth. Thank you, Mr. Samu. 

[The prepared statement of Mr. Samu foUows:] 
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Anthony Samu 
President 

United States Student Association 

Testimony of Anthony Samu, 

President, United States Student Association 
Committee on Small Business 
United States Senate 
September 24, 1998 

Mr. Chairman, thank you for inviting me to give the student perspective on 
the affordability of bookstore textbooks. My name is Anthony Samu and I am 
the President of the United States Student Association. As a membership 
elected official, I speak on behalf of the 3.5 million students at 350 campuses 
nationwide. 

The primary concerns of our student membership surround access to 
education. The rising costs of college and the increasing levels of debt pose 
severe limits on access for students. The questions surrounding the 
affordability of education do not end with tuition, rooih and board. Students 
have to pay for an entire array of other expenses ranging from transportation 
to their respective schools to personal items or even printing their final 
papers. - - — - 

Immediately when a students arrives on campus most of their loan check is 
absorbed through the cost of attendance. First, four percent of the check is 
taken by the lender in origination fees. Then, the first semester's tuition, 
room and board is taken along with administrative fees for processing. At 
this point, students have already had to pay for transportation to their 
respective 



college or university and buy personal iteins. Once classes begin, students 
must buy their books with their much depleted financial aid funds. 

After tuition and room and board, students pay their largest bills to their 
bookstore. That bill does not just come once a year. Every semester students 
pay huge amounts for books to stay competitive in their classes. According to 
a 1998 study done by the National Association of College Stores, each student 
spends $568.00 on average for textbooks to their campus bookstores with 
$373.18 of that money spent on text books. New textbooks are not the only 
expensive books. Used textbooks, which bookstores do not always have 
enough of and which are bought first, are also expensive. New textbooks are 
often the only ones left to buy for students who are waiting on their student 
loans to buy their books. 

There are alternatives to paying for their books. One is the use of credit cards 
or taking out extra loans. The second involves using alternative methods of 
studying rather than actually buying your books. 
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With the increasing cost of college and the increasing ease for students to get 
credit cards, credit cards are often used to buy books. Especially after a college 
or university divides a student’s loan check, the money left over is often not 
enough to pay for books leaving credit cards as the only alternative. With 
low-paying jobs and few hours to work, students accrue more and more debt 
because it is so difficult for them to pay down the debt. 

An alternative to credit cards is taking out other loans to cover the extra costs 
that students do not account for and that initial student loans do not cover. 
According to a 1998 General Accounting Office Report on Higher Education, 
’’Students Have Increased Borrowing and Working to Help Pay Higher 
Tuitions,” in 1995-96 students at public 4-year institutions borrowed on 
average $11,554 and students at private 4-year institutions borrowed on 
average $15,559. 

Students also use other methods to avoid accruing more loans and credit 
cards in buying their books, but those methods do not actually involve buying 
your books. Students who can not afford to buy their books will often just use 
the books available in the library, thus sharing them with the rest of the 
college or university. Students will share books with other students again 
limiting their studying and thus their learning. Considering how much 
students, especially low-income students, work now while in college, having 
to share books or use the library limits when they can study even more, thus 
limiting when they have access to the books either in the library or shared. 
The last method student’s use to avoid paying such high bookstore bills is 
simply not buying their books and hoping that going to class will be enough 
to compete. 

Using the library, sharing books or not even buying books because textbooks 
are not affordable limits access to education for the lowest income students. 
When students consider rent and food or books, the decision is obvious. The 
exorbitant costs of textbooks also limits which classes students will take. Math 
and science classes, especially with their lab costs, often require the most 
expensive books. Having extra lab costs and expensive textbooks that are 
updated often making the used books difficult to use deter students who are 
stretching their means to begin with from takii^ those classes. 

USSA is dedicated through our membership's dedication to increasing access 
to education. One method of increasing access to education surrounds the 
affordability of college. The high prices students face in the bookstore is a 
major limitation to that access. The high pric^ in the bookstore not only act 
as an initial deterrence as students plan their budgets, but also when lower- 
income students find means to use textbooks outside of actually buying them. 
A low-income students access to the learning process should not be limited by 
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their ability to buy textbooks for their classes. Considering the amount of loan 
debt most students have upon leaving school, if means exist to alleviate the 
burden of debt on students, we wish to explore them. 

Students need to see lower costs for their textbooks through whatever means 
necessary. Students believe in a level playing field if that competition means 
lower costs on their textbooks. 

Thank you for giving me this opportunity to share student's concerns on the 
high costs of learning. 
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Senator Faircloth. Mr. Gray, as I understand this, now, the col- 
lege issues a credit card to the student. The student borrows X dol- 
lars from the Federal Government or an agency and this goes to 
the college? 

Mr. Gray. That is correctj Senator Faircloth. 

Senator Faircloth. And then the college issues a debit card or — 
it is really a debit card because they already have the money. If 
they do not, they issue this card in anticipation of the student get- 
ting the money and this card can be used only at a university- or 
college-controlled facility? 

Mr. Gray. That is exactly right. Senator Faircloth. 

Senator Faircloth. Anybody c^ answer this that wants to, but 
do the colleges and universities give any reason for this other than 
they make more money? 

Mr. Karr. If I might. Senator, they 

Senator Faircloth. I mean, they must have a euphemism. 

Mr. Karr. Well, we have heard all sorts of things in our time in 
Illinois with why they do this. At one time, somebody went so far 
as to suggest it was for the safety of the students because it was 
unsafe to go off campus. Well, if you have ever been in Champaign, 
Illinois, where the University of Illinois is, the whole town is the 
imiversity. lt is ludicrous to suggest that. - 

Senator Faircloth. But they stay absolutely confined to cam- 
pus? 

Mr. Karr. I am sorry? 

Senator Faircloth. The students are confined to the campus, 
never can leave? 

Mr. Karr. Well, yes. 

[Laughter.] 

Mr. Karr. But other excuses, other terms have been used to sug- 
gest as to why. The Department of Education has been used as a 
cover at certain times. The Regulation E under credit privacy has 
been used at certain times as an excuse. They use a variety of 

Senator Faircloth. Tell me how privacy comes into it. 

Mr. Karr. Tell you how privacy comes into it? 

Senator Faircloth. Yes. I heard somebody, maybe Mr. Samu or 
somebody mentioned, to protect the privacy of the student. 

Mr. Gillette. I mentioned that. At Iowa State University, when 
they talk about the privacy, they withhold student information, 
whether it is home addresses or on-campus addresses. Part of the 
reason, when we were tr3dng to become a part of their student 
charge program, the university said, “Well, we cannot make you 
. . .” — ^they gave us two reasons why they would not allow an off- 
campus bookstore to participate in the charge program. 

One was they did not want to carry credit for the store, which 
is understandable. We were not asking the institution to do that. 
We would have carried our own credit. 

But the second was that, in some way, the off-campus retailer 
would have access to private student information, whether it was 
these home addresses or the on-^ampus addresses that the univer- 
sity maintains. 

Senator Faircloth. Do students not own telephones and that 
sort of thing where their addresses are somewhat available? 
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Mr. Gillette. That is correct. That is the thing that seemed lu- 
dicrous to us at the time. And so the privacy issue, it was one that 
we never fully imderstood, frankly. I think they used that as a rea- 
son why they did not want us to participate in the program. 

Senator Faircloth. The University of Iowa is where? 

Mr. Gillette. The University of Iowa is in Iowa City and Iowa 
State University is in Ames, Iowa. 

Senator Faircloth. Iowa City, that is the Hoover Museum? 

Mr. Gillette. That is correct. That is correct. 

Senator Faircloth. OK 

Mr. Gray. Senator Faircloth^ if I may answer that question. 

Senator Faircloth. To go back to the reason we are doing this, 
that they do not let you use this off-campus is to protect the stu- 
dent from getting into big trouble getting off campus, and that 
would be a big problem in Iowa City, I am sure. 

Mr. Gillette. Oh, yes. It is a very dangerous city. 

[Laughter.] 

Senator Faircloth. Go ahead, Mr. Gray. 

Mr. Gray. Senator Faircloth, among the other reasons that we 
hear from the university is that they do not have to and/or they 
do not want to, as far as allowing off-campus businesses to partici- 
pate with the debit cards or accept vouchers from students. 

Senator FAIRCLOTH. Those are two good reasons I can under- 
stand, do not want to or do not have to. 

Mr. Gray. Right. 

Senator Faircloth. That maximizes the profit of the college or 
the university. 

Mr. Gray. Absolutely. 

Mr. Samu. Senator, one thing to just bring up about the privacy 
concerns, most college campuses today do sell their student enroll- 
ment lists and they sell that as a direct mailing list so that — just 
so that is imderstood. Most college campuses, they sell that to a 
number of marketing agencies or they sell it for direct mail solicita- 
tion. And so that is something that is kind of a practice that hap- 
pens currently, and that is not something that we necessarily have 
a position on one way or the other. 

The thing with which we do have a concern and why we brought 
up the privacy issue is that if, like, course enrollment of a student, 
what classes they were taking, where they would be at a given 
point in time, those are covered under the Privacy Act that are 
more of our concern. But when 

Senator Faircloth. Mr. Samu, say that again slower. Maybe I 
did not understand it. 

Mr. ^Si^. I am sorry. Currently— the first part or the second 
part of it? 

Senator Faircloth. What classes they are in. 

Mr. Samu. That would be considered under the Privacy Act be- 
cause of the fact that, currently, this has happened through safety 
concerns, of a fleeing spouse from a domestic abuse situation, 
where they would not want to give out that information openly of 
where that student would be at a given point in time on a college 
campus. So those are the privacy concerns we have. 

But the other practice of just basic enrollment and the student 
being on that campus, that is already given out. It is interesting. 
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though, that in this situation, what a university is doing is they 
are say ing , oh, well, we are not giving it to the immediate sur- 
rounding bookstores, which really is a concern, because if they are . 
making this as a policy, it is not truly a policy. They are doing it 
in hit or miss of whether it is going to benefit them, because if they 
sell it to the credit card company, they make money from that. 

Senator Faircloth. OK It sounds like a pretty gossamer facade. 
These are not kindergartens you are operating here. 

Why is it a Federsd issue, not a State? Why have the States not 
moved in on this? You know, ever3rthing winds up in Washington 
as a Federal issue. Why has not Iowa, Illinois, North Carolina, and 
where are you from, Mr. Samti? 

Mr. Samu. Colorado. 

Senator Faircloth [continuing]. And Colorado moved in on it? 
Or is it easier to bring it here than it is to go to Raleigh now? Tell 
me. 

Mr. Gray. Senator Faircloth, States have tried to address this on 
an individual basis. Some have had success, some have not. The 
reason we brought it to Washington is the fiduciary role of the 
DOE a dminis tering those funds. Pretty much what is happening is 
the colleges are saying that— or the DOE is saying it is not their 
responsibility once the universities receive those funds. . 

Senator Faircloth. Who is saying it is not their responsibility? 

Mr. Gray. The Department of Education. 

Senator Faircloth. Through the States? 

Mr. Gray. I am sorry? 

Senator Faircloth. What Department of Education? 

Mr. Gray. The Federal Department of Education. Once it dis- 
burses the grant moneys to the States, the way they see it, as I 
have interpreted their role, is they have done what they are sup- 
posed to do. 

Senator FAIRCLOTH. The Department of Education says once they 
disburse it to the imiversities, it is no longer their concern. 

Mr. Gray. Right. They are done— except for some regulatory and 
accounting duties not really relevant to this hearing. 

Senator Faircloth. They are done with it? 

Mr. Gray. Correct. 

Senator Faircloth. What if the university wanted to use it to 
open a nightclub? Would they be done with it? 

Mr. Gillette. That is a great question. Increasingly, financial 
aid dollars go directly to the university and the miiversity acts as 
the holding entity for those financial aid dollars. 

Senator Faircloth. I mean, what I am saying is being ludicrous, 
but if the university wanted to waste the money, would they be 
done with it? Would that be the end of it, if the university has total 
carte blanche to spend it in any way they see fit or care? 

Mr. Gray. Senator Faircloth, let me clarify a little bit if I could, 
please. When I say once the DOE sends those moneys out, they are 
sent to the universities to the students, forwarded to the students 
at the universities. So, in other words, those funds are earmarked 
for students at the various college campuses aroimd the coimtry. 

Senator Faircloth. Mr. Gray, let me ask you, and I direct this 
question to Mr. Gray because, being a North Carolinian, I am more 
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familiar with the universities. Do all 16 campuses of the university 
have this same policy? 

Mr. Gray. Yes, sir. ' r 

Senator Faircloth. The policy of not allowing off-campus use ot 

the money? ..t , .-i i- u 

Mr. Gray. That is correct. Currently, m North Carolina, we have 

four of the State universities that have debit cards that they do not 
allow any access by off-campus vendors, and currently, none of the 
ofF-cainpus vendors nre ellowed to accept vouchers from students 

who receive Federal moneys. r xt _i.i. 

Senator Faircloth. I am a student at the University of North 
Carolina at Charlotte. I have this Pell grant money, whatever. It 
has gone to the university. I can buy my books for $25 apie^. I 
found somebody downtown that will sell me the exact book for $25. 
The bookstore wants $100 for the same book. C^ I not go to the 
bursar’s office of the university and say, I want $100 of my money 
to go buy my four books? What would they say? 

Mr. Gray. Senator Faircloth, in essence they don’t do business 

that way. What would happen . o 

Senator Faircloth. What would be their reasomng? 

Mr. Gray. Because that is not the way they do it. Pretty much 
what happens is those-fuiids.are put into an account for the stu- 
dent. They will issue you a voucher and you have to shop the on- 
campus vendors. They will not allow you to go off-campus to pur- 
chase your materials. The Department of Education says its vol- 
untary for the student — but that is a joke! Students are basically 

duped. mi- ii- 

Senator Faircloth. Well, there is no real reason. The other rea- 
sons you gave were nonexistent. It simply maintains a monopoly of 
shopping for the university and adds to the institution’s profits. 

Mr. Gray. That is the way it works. Senator. 

Senator Faircloth. I was surprised at the Department of Edu- 
cation. What did they say in their affidavit? The Department of 
Education says that they do not restrict but they have no authority 
to say an^hing to the various recipients of the money. 

It would appear, unless there is something that I am totally 
missing, and I am going to try to pursue it, that there simply is 
a matter of having a monopoly and not having one. Anybody in 
business would like to have a monopoly. They are very convenient. 
Would you like to say something, Mr. Karr? 

Mr. Karr. If I might, just very briefly. You mentioned. Senator 
Faircloth, you called your nightclub example ludicrous. While it 
might not have happened yet, I am not sure I would characterize 
it as ludicrous. 

Senator Faircloth. I am saying that the Department is say- 
ing, you are taking this something holier-than-thou, we do not 
know anymore, we have sent it to the university and how they hnn- 
die it, we do not get involved in, what if they were grossly discrimi- 
nating? . ^ 

Mr. Karr. Well, that is correct, and this goes to the reason I 
wanted to interject very quickly here, was that while the United 
States Department of Education — that is why we are here today. 
We have tried in Illinois to address t^s issue on our own, and to 
a certain extent, we have been successful. However, there are ex- 
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ceptions to that and I painted several where the universities have 
still tried to get around the State law, citing the United States De- 
partment of Education, and the United States Department of Edu- 
cation says the following, that they have a fiduciary responsibility 
to hand the money off. 

While on the one hand they say, then, as Mr. Gray stated, that 
once we hand it off, it is up to the universities what they do with 
it, the universities have gone back to the Department of Education 
for a cover, if you will, for their attempts to establish monopolies. 
TTie United States Department of Education says that they cannot 
give information or gdlow access to off-campus merchants. They 
say, however, the United States Department of Education says that 
on-campus merchants are not affiliated for the DOE’s purposes 
with the campus, but they allow the campus to provide information 
to the on-campus retailer. So they have a different standard. 

Senator Faircloth. The on-campus retailer is not affiliated with 
the university. 

Mr. Karr. Correct. 

Senator Fahicloth. All right. What if an on-campus retailer de- 
cided to relocate across the street, off the campus? What would 
happen to him then? 



Mr. Karr. In many situations, I am certain that he or she might 
very well— I would suggest to the retailer that they reconsider mov- 
ing because they are mving up a substantial location and they are 
removing themselves from essentially a monopoly market. 

Senator Faircloth. The retailer probably pays rent to the uni- 
versity or to the college as a percentage of sales. 

Mr. Karr. Mr. Gray might be able to handle that differently, or 
Mr. Gillette. 

Mr. Gray. Senator Faircloth, typically, that is how the leases are 
structured. 

Mr. Gillette. At Iowa State University, the university owns £md 
operates the on-campus store. 

Senator Faircloth. There is not a lot of difference between pay- 
ing a percentage and owning and operating. 

Mr. Gillette. That is exactly right, and that store sells every- 
thing that our store does, including t-shirts and toothpaste and 
what have you. 

Senator Faircloth. Are you asking for, in this you say book- 
stores, but these off-campus stores that sell other things other thaii 
we have talked about, books, but, I mean, toothpaste and note- 
books, or are you asking for just books? 

Mr. Gillette. I thinh there is maybe a fundamental <mestion 
that universities and State governments and possibly even the Fed- 
eral Government should ask about when does government enter 
the business sector to provide things. The administration at Iowa 
State Universit ' ” ” ' ” own and operate a univer- 



need. I am not „ ^ ussing with them what an 

educational need is or is hot. 

What we are simply asking is if a university or a government en- 
ters into a business, that they should be held to the same. level that 
private business is, and that is — ^I guess, in simple terms, if the 
university owns a bookstore and operates a bookstore like they do 



sity bookstore 




some sort of educational 



141 



at Iowa State, that that bookstore, the information that that book- 
store is privy to, the programs that that bookstore is able to imple- 
ment, that the ofF-campus retailers be allowed to do the s^e 
thing. If the on-campus university bookstore mails an advertise- 
ment to students at an address that we do not have, then we 
should have access to the same list. . , , i j i.u 

Senator Faircloth. I thought somebody just said they sold the 

list. 

Mr. Gillette. Not at Iowa State University. They will not allow 

us to have that Ust. , 

And there is one thing, if you do not mind, there is another very 
crucial part, of what happened at Iowa State over the years, 
and to a certain degree at the University of Iowa, where, from time 
to time the university will withhold information, whether it is text- 
book lists, like you mentioned, or course materials that the univer- 
sity actu£dly is the supplier of. 

Professors will turn in outlines for the semester, additional read- 
ings that are not found in the textbooks that are assigned. The stu- 
dents will have to buy these materials just like they have to buy 
the textbooks. The imiversity acts as the supplier. They compile 
this information and produce it. They will give it to the university- 
run bookstore. ']^ey will not provide it to our store or all of th^ 
to oUr store, wfflch makes it a very’ huge competitive disadvantage 
to us. If a student has to buy a textbook and these course mate- 
rials, chances are they are going to go to the store that offers both 
of them. What we are saying, the imiversity is the supplier and 
they own a bookstore. That bookstore should have the same rights 
and so should the ofF-campus store. 

Senator Faircloth. I have to wonder what percentage of profit, 
operating profit, that the bookstores provide to the average univer- 

sity. . Cl 

Mr. Gillette. This is a real interesting question at Iowa State 

University. It is almost impossible for us to figure that out because 
the university is in a union building that is an on-campus facility 
that is held by a foundation of Iowa State. It is difficult for us to 
get the records on what they pay in rent. 

Second, some of the funds that are brought in in revenue to the 
store are split between various accounts, so there is not one line 
item in the university budget for the university bookstore. 

Senator Faircloth. If a university foundation owns the building, 
the university owns the foundation. 

Mr. Gillette. That is right. As I say, it just 

Senator Faircloth. So they are routing the money around in a 
circle. 

Mr. Gillette. That is exactly what they are doing, and so it is 
very hard for us to sit down and not have that knowledge. Now, 
I cannot believe that they are running a business and there is not 
some sort of a record of revenue and expenses for that store, but 
to date, we have not been able to find that. 

Senator Faircloth. I can assure you, there are a lot of busi- 
nesses run that do not want too many records. 

Mr. Gillette. That is true. 

Senator Faircloth. We are going to have to close the meeting. 
I think we have probably created more questions than we have an- 
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swered here this morning. I think these monopolies, and that is 
what they are, are not serving beneficially the private sector nor 
the students nor their parents or guardians, whoever is suppl 3 dng 
the money. , 

'I can assure you, John and others, that I am going to pursue it 
and we are going to maybe have all the hearings and we are going 
to get some universities to come and explain their position and the 
real reason for doing this, which I am sure is not a monopolistic 
profit-generating entity on the campus. I am sure we will get an- 
other reason, and we would like for them to come and tell us. 

I would like to include in the record a statement submitted by 
Richard C. Yoimt on behalf of Loupots Bookstores of Houston, Inc. 

I would also like to include in the record a statement from Daniel 
Lieberman, founder and partner of Dynamic Student Services in 
Pennsylvania. 

[The prepared statements of Mr. Yount and Mr. Lieberman have 
been included in the section entitled “Comments for the Record”:] 

Senator Faircloth. Thank you so much. The meeting is ad- 
journed. 

[Whereupon, at 11:27 a.m., the Committee was adjourned.] 
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One Twelve Trton Plaza 
SUTTE lOfO 

Cnamlotte. NC 28284 
TELErHONC 704 <372 <3333 
Facwmilc 704.372*3338 



Ms. Karen A. Ponzurick, 

Legislative Clerk 
Committee on Small Business 
428A Russell Senate Office Building 
Washington, D. C. 20510 

Re: Addition to Testimony, September 24, 1998 Hearing, Campus Area Small 

Business Alliance 

Dear Karen: 

The Department of Education C‘Do£”) has ultimate responsibility to act as the fiduciary 
of federal aid to college students. As all fiduciary duties of whatever kind, they 
constitute a momentous trusteeship of someone else's money. In the case of DoE, the 
staggering $60 Billion in ta^qiayer funds makes its portion of trust with public money 
even more deserving of public scrutiny and accountability. Congress and the DoE are 
failing in their respective responsibilities: trusteeship by the DoE and oversight by 
Congress. 

With skyrocketing college costs - a ^college cost crisis”^ - the integrity of the financial 
aid disbursement process to students — who are the SOLE beneficiaries of that aid - is 
vital. I have enclosed one original each of full-page ads placed in the Washington Post 
Weekly, August 17 and 24, 1998 highlighting the DoE’s failings. 



With warm regards, I remain 




Enclosures 
JPde B/cg 



' The CongicssMiDal Commission on the Cost of Higher Education, 1908 Report, “Straight Talk About 
College Costs and Prices,'* pa^ 2. 
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Needy Students Isn’t Enough 

for the Department of Education 




U.S, Department of Education Secretary Richard Riley 



It Robs Hundreds of $Millions from Parents, 
Small Businesses and Taxpayers Every Year! 

The Department of Education is a “public trust" for over $50 BILLION annually in student aid for 9 million 
students. Yet, using federal financial aid money, it invites universities to monopolize the college bookstore 
trade and crush competition. It drives all kinds of campus^area small businesses out of business. All across 
America it drives up student costs and eliminates.student choice. This is the Department's record. These are 
the facts. It’s shameful. So much for a “public trust!” 

Congress just boosted the amount of financial aid money. But Congress ignored the Department's approval 
of “on<campus only" spending of millions in financial aid at on-campus business-like enterprises. 
Demoaatic Stator Robert Byrd called the Department's record a “catastrophe". He’s right. There’s no 
polite way to say it. A mere 1 % savings through campus-area competition saves $500 MILLION! 
CASBA, The Campus Area Small Business Alliance says: “Supfx^rt competition in the campus-area 
marketplace. End the overcharging of students and the abuse of student aid!" 

Support Senator Faircloth’s Effort to End Needless Looting 
of College Students, Parents, Small Businesses & Taxpayers! 

CASBA, One TwelveTryon Plaza, Suite 1010. Charlotte. NC 28284 (704) 372-3333 
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WARNING! 

COLLEGE COST RIP-OFF 




The U.S. Department of Education 

^ is Robbing Hundreds of $Millions from Students, 
Parents, Small Businesses, & Taxpayers Every Year! 

Higher college costs are Inevitable. Artificially higher college costs are not The U.S. Department of Education has 
embraced a national policy that drives up college costs and rips-off college students. Who else bears the burden, pays 
the costs, and funds this bureaucratic waste? You do: You am a victim too. . 

No one should be surprised that 80% of Americcins think colleges are “profit-making businesses" according to a 
1 996 report by the American Council on Education. A 1 998 Congressional Commission on the Cost of Higher Education 
reports that wa have a “college cost and price crisis." and that cdleges are not serious about reducing costs. 

The U.S. Department of Education is. in part, directly responsible. It Is part of the problem, not part of the solution, 
for millions of students - and their parents - m^o struggle to afford higher education. Every day the Department 
buttresses an EDUBUSINESS Empire overcharging millions of students, parents, smsdl businesses, and taxpayers. The 
Department doles. out $50 Billion annudly In the name of finar^ial aid to help needy students, but much of that largess is 
Channeled toward special-interest, on-campus, for-profit enterprises with government-added monopolistic power. 

■ Lower cost off-campus bookstores and other small businesses are shut out. Competition Is abolished. Student 
choice is eliminated. Much higher student costs are the result. Few benefit and many ^ hurt. Even a 1 % savings with 
competition saves $500 Million I We need a Deparbnent of Education that Is pro-student, not pro-profiteering. We need 
more book for the buck. To Congress and Education Secretary Riley, we say — "Stop rippirrg us off I" 

SUPPORT SENATOR FAIRCLOTH 
AND THE SENATE SMALL BUSINESS COMMITTEE. 

Call your U.S. Representative and Senators, at (202) 224-3121 

Sponsored by the Campus Area Small Business Alliance (CASBA). National Headquart^ One IWelve Tryon Ptaza. Suite 1010, 
Charlotte, NC 28284 (704) 372-3333, FAX (704) 372-3338, E-maU: deBemanloLawOmsn.com. 

WEBSITE: www.thealamoP.com/CASBA_lndexJitm. 
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UNFAIR BUSINESS PRACTICES OF 
PENNSYLVANIA STATE OWNED UNIVERSITIES 



Members, United States Senate 
Members, United States House of Representatives 
The Honorable Governor thomas Ridge, Pennsylvania 
Members, Pennsylvania House of Representatives 
Members, Pennsylvania Senate 
Campus Area Small Business Alliance 
United States Student Association 
National Federation of Independent Businesses 
Pennsylvania Retailers Association 



Prepared by Daniel Lieberman 
U.S. citizen and Pennsylvania resident 
Founder & Partner, Dynamic Student Services 



Presented to: 
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Daniel A. Lieberman 

Dynamic Student Services 

@West Chester University of Pennsylvania 

20 Linden St 

West Chester PA 1 9382 

(610)-692-8030 

(610)-692-4501 fax 

dynamic@dca.net 

To view this.document on the world wide web visit the DSS Web site 

DSS Web Site: vwvw.lgr.com/clients/dss 



© Daniel Lieberman. Restricted Rights apply. 

This document represents the facts surrounding Daniel Lieberman's ventures in the textbook industry and his relations 
with Pennsylvania Universities. This document is a publication created by and represented by Daniel Lieberman, not by 
any other party or affiliation thereof. This document does not represent the legal opinions, nor any opinions of Dynamic 
Student Services; it*s partners, or agents of. The information contained in this publication represents the accounts, 
beliefs, and facts as they are presented by Daniel Lieberman to the best of his recollections, knowledge and the best of 
his ability. The information in this publication is not intended to damage any party and is solely meant as a lobbying tool 
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PREFACE 



This document catalogues many of the unfair business practices that have occurred and 
continue to occur in Pennsylvania by some of the Commonwealth owned University’s and their 
auxiliary service corporations, it is intended to provide readers with an insight Into the lengths at 
which Pennsylvania Universities and Universities across the country will travel to prevent their 
students from walking off campus to enjoy competition, lower prices, and improved service. These 
activities are costing students, taxpayers, and our government hundreds of millions of dollars per 
year in extra costs. We urge you to read this document and to support the creation of Federal and 
State legislation to make the Campus Marketplace an open environment that promotes evenhanded 
competition and fairness for the private sector. This will lower the cost of higher education for 
students, families, and all taxpayers. 



*This document originated in 1997 and has catalogued many events over the past two years. In June 1997, 
the Dynamic Student Services bookstore at Millersville University of Pennsylvania was forced out of business. We 
believe that the University and the non profit auxiliary corporation that it controls, Student Services Inc. are 
responsible for driving DSS from the Millersville University local marketplace through unfair and monopolistic 
business practices. VVithholding of textbook order information coupled with the denial of access to students who 
receive financial aid enabled the University and it’s nonprofit to regain it's foothold on all student business. This 
behavior by the University has also ensured that no competition can exist in the future. The students and the 
taxpayers will now pay the price. Many of the Issues presented in this document were contributing factors to DSS 
being forced out of that marketplace, where students no longer have choices. Although the events described within 
are specific to Pennsylvania and Dynamic Student Services; they provide an excellent microcosm for the issues 
and events that continue to plague students and off campus bookstores across the entire country, affecting over 
9,000,000 students, at 7000 colleges. Over 50 billion dollars of aid provided by all taxpayers is at stake. By 
promoting competition, our government can help students decrease the amount of funding that is necessary to 
subsidize their needs. A mere 1% savings in textbook and supply costs could net over 500 million dollars savings! 
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introduction and Background Information 

DSS is a chain of three coiiege textbook stores located in Southeastern 
Pennsylvania. These stores speciaiize in new and used discounted textbooks backed by 
a lowest price guarantee. In addition to required university course materials, all Dynamic 
Bookstores provide discounted schooi supplies as weii as student oriented-services. 
These stores are located at West Chester University of PA (WCU), Miiiersviiie 
University of PA (MU), and Cheyney University of PA (CU). At WCU and MU, the 
Dynamic Book^ores serve as off-campus, competing, alternatives to the on-campus 
university bookstores. The Dynamic Bookstore at CU is a contracted, on cahnpus 
bookstore. 

* In June 1998 the store at Miiiersviiie University was nin out of business by Miiiersviiie University and 
it's non profit corporation. (Sept 12 Addendum) 

On-campus bookstores that compete with DSS at MU and WCU are operated by a 
501.3c non-profit company called Student Services, incorporated. Although both on- 
campus stores share the same name at their respective universities, they are separate 
companies referred to as WCU-SSI and MU-SSI. These SSI corporations claim to be 
independent companies unaffiliated with each university. 

WCU, MU. and CU are members of the State System of Higher Education (SSHE), 
a grouping of 14 public, state-fuiided institutions ail of whom are subject to the 
standards,, rules, and regulations of the SSHE and all Pennsylvania Laws. For years, 
both MU and WCU have operated their coiiege bookstores without having to face 
cornpetition. Both universities use unfair, inequitable and anti-competitive practices to 
maintain their monopolistic share of the campus marketplace. Their actions border 
restraint of trade.’ SSHE regulations restrict state-owned universities from operating their 
own bookstores, yet these universities operate, controi, and subsidize tLe non profit 
corporations that operate these bookstores. These monopolistic activities do not occur 
at Cheyney University (CU). 

All S.S.H.E. Universities, except Cheyney University, actively operate their own 
bookstores, cafeterias, copy shops, game rooms, night clubs, food kiosks, fitness 
centers, banquet hails, conference centers and campus hotels in competition with their 
respective locai private sectors. The SSI’s and other non profits at each school were 
created to provide these essential university functions that could not provided by the 
universities under SSHE rules. 



If these SSI s and non profits are truly independent from their universities, there is 
no evidence that indicates an existing public contract and there are no arms-length 
financial transactions between the entities. in addition, there exist exclusive 
subsidizations, support and privileges given to these auxiliary corporations. Many 
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questions need to be answered about their non-profit, independent status in that they 
provide essential educational functions and are indistinguishable from the university.' 

. Despite requests by the Auditor Genera) of Pennsylvania, there are no 
memorandums or contracts of understanding that expiain the exact nature of the 
relationships between these universities and their respective corporations. The Auditor 
General’s office in the 1994 SSHE University Audit, recommended that each university 
create a memorandum of understanding about their relationships but no such memo 
currently exists. Joseph Hamel, WCU VP for Administration and Fiscal Affairs and. a 
WCU-SSI Board Member, has stated that WCU and WCU-SSI enjoy a “special 
relationship". This special relationship is the explanation that the university provides for 
many of the. special benefits and subsidizations that WCU provides to SSI. At MU, 
Robert Slabinski, the CEO of MU’s non profit corporation, testified in the Commonwealth 
Court of. Pennsylvania that MUSSI does not receive direct subsidization from MU or the 
Commonwealth. His statements are easily disputed by facts. 

In recent litigation with Dynamic Student Services Off Campus bookstore, the 
Supreme Court of Pennsylvania declined to take additional evidence on the status of 
both SSI's and erroneously ruled that MU-SSI is an independent entity, unaffiliated with 
MU for purposes of the Pennsylvania Right to Know Law. Now both universities, WCU 
and MU have embraced this ruling in an attempt to rest public concern over the 
questionable relationships and policies at each school. This ruling also has embolded 
_ MU. to prevent DSS _from gairiing. accessJo_ professors _and .public iriform.ation. The 
Supreme Court ruling has emboldened WCU to deny DSS the same access to faculty 
and vital public information that it gives to it's.own non profit, “private" corporation.. 

MU, WCU, and the SSI’s have effectively withheld vital information from DSS, 
thus preventing the students from having the right to choose where they want to spend 
their money. Each university controls and subsidizes each of their auxiliary corporations 
while earning profits referred to as “donations" or “payments in kind for services." The 
universities have an economic incentive to prevent students from walking off campus to 
purchase their books or other products. 

The actions of public officials at the universities have been detrimental to DSS, 
students, parents and taxpayers of the Commonwealth. Dan Lieberman would like to 
report to you, hjs findings on the questionable business practices of MU, WCU, their 
administrations, the State System of Higher Education, the Chancellor of Higher 
Education, the SSI corporations, their officers and employees. 

There are many colleges and universities across Pennsylvania and the entire 
country that seek to eliminate competition in the academic marketplace. They continue 
to forge ahead in new areas of business, while competing unfairly against the private 
sector. Members of the private sector like ourselves find ourselves an endangered 
species without the help of our legislators. This is bad news for students and their 
families. Without competition in the campus marketplace,, prices will escalate forcing 



Unfair Business Practices of Pennsylvania State Owned Universities 



156 

ERIC 



153 



students, their families, and our local, state, and federal governments to pay even more 
money. 

Universities and Colleges are maintaining their monopoly in the academic 
marketplace by preventing competitors from having access to vital textbook order 
information that is treated by professors. They are also preventing students from using 
their financial aid/ scholarship money from being used off campus, funneling all of those 
funds directly back into the university and forcing students and the taxpayers to 
unnecessarily pay higher prices. The college bookstore business is a large industry the 
produces revenues reaching into the billions. There is a lot of money at stake for 
taxpayers and the state and federal governments. The Campus Area Small Business 
Alliance (CASBA) estimates that just a 1% savings for the taxpayers through competition 
could save our government over 500 million dollars. 

Dynamic Bookstores, other private off campus bookstores, students, and their 
families across the country need your help to lower the costs of education and to open up 
“Campus Marketplace” for fair and free competition. Please consider creating and 
supporting any legislation that works towards these goals. Contact your U.S. Senator or 
Congressman and urge them to step forward and take the steps necessary to lower the 
cost of higher education for students, their families, and you......the taxpayer. 



Outstanding Issues with each Pennsylvania University 

Certain information is vital to the existence of a college bookstore. It is essential to 
collect all relevant course material information concerning textbook and supply 
adoptions that professors will require or recommend their students purchase, read, study, 
and learn in order to pass their courses. A listing of all courses being taught at the 
university, or registration information, is necessary so that proper materials may be 
ordered for the students. Registration information details sections numbers, professor 
assignments, dates, times, locations and enrollments. This information is created by the 
university, accessible to the university and provided to the on campus bookstores at no 
cost. Any bookstore will incur the costs of soliciting, obtaining and managing this 
information once it is received. 

Both SSI’s are given full, complete, open access to faculty and any inforrnation 
necessary from the university. They are given free access to university mail, telephone 
and computer services. Dan Lieberman was threatened with a lawsuit from the SSHE for 
“theft of services” when he sent a memo via campus mail in an attempt to access public 
information. 

Professors review materials, make their decisions on required items, and record 
these decisions on paper, through e-mail, or via telephone. The Liebermans and DSS 
have requested access to these decisions from both schools and have received vastly 
different responses each time. 
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University Roles As Public Institutions and 

the Applicability of the Pennsylvania Right to Know Law 

MU and WCU are state agencies subsidized by Pennsylvania taxpayers. Each 
university offers courses to students that they must be passed in order to earn credits 
toward graduation. Part of the responsibility affixed to students by professors and the 
university is to learn . specific information found in required course materials. The 
universities and their professors expect students to obtain these materials so that they 
may learn the material, pass the course, earn credit and graduate. 

Professors at SSHE universities are state employees employed by the SSHE and 
each respective university. Any decision made by a public employee at a state agency 
that affects anyone under the Commonwealth Right To Know Law is a public decision. 

When faculty make decisions regarding required texts, supplies or equipment 
necessary to participate in and pass any given course at that university, then those are 
public decisions that affect students, parents, professors, bookstores and other members 
of the public. These decisions constitute public information under the Right to Know Law 
and must be made accessible to any requesting citizen of Pennsylvania. 

As a public institution, it is the university’s obligation to provide full and complete 
access to its public information. MU and WCU have never claimed to be exceptions 
under the Law in their refusal to allow' the Liebermans and Dynamic Bookstores access 
to vital public information. Rather, they simply deny access to competitors without 
claiming any excemptions. 

1. Course Materials Information: 

At MU, the Liebermans and Dynamic have been denied access to course material 
information by the university administration. The university administration claims it does 
not have te>dbook information to provide to DSS. Their claim is that MU-SSI, an 
“independent, unaffiliated entity from the university", is the custodian for course materials 
information and that the Liebermans must obtain it from MU-SSI. MU-SSI has stated, 
both in and out court, that the information they possess is provided to them on privately 
owned adoption forms. Thus, they believe the information becomes proprietary, as these 
forms appear to be the only place where this information is recorded. 

DSS and the Liebermans solicit the professors directly for this information. DSS 
has never asked for access to MU-SSI’s course material information, booklists, or 
adoption forms. This was easily misconstrued in court since, again, SSI seems to be the 
only location of this information. Although MU agreed to provide DSS with full access to 
the faculty to obtain the public cours^e material information, the university set forth policy 
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that favored MU-SSI by encouraging and pressuring professors to be uncooperative with 
the Liebermans. Access to textbook information from professors is limited and often 
denied. MU and MU-SSI have created an environment that makes any “reasonable" 
access to public information virtually impossible. This environment works conversely to 
the Right to Know Law, its spirit, purpose and intent. In reality, DSS has no access and 
MUSSI maintains it’s monopoly. 

DSS has been threatened with several lawsuits by MU, SSHE and MU-SSI. A 
department chairperson has threatened lawsuits and arrests if DSS continues to solicit 
him for his information. In a recent confrontation, DSS employees were threatened with 
arrest by campus police and a personal harassment lawsuit by an academic department 
chairperson if they attempted written contact for course material information. This 
department chair has refused to discuss access to ihformation in any way. The letter that 
created this response is located in Exhibit A. 

At WCU, DSS is provided with minimal access to course materials information. 
DSS jDays a cost of thirty-five cents ($. 35) per textbook sheet by direct order of WCU 
Vice President for Fiscal Affairs. Joseph Hamel. This information is often incomplete, 
intentionally late, and incorrect. WCU-SSI does not pay WCU for any of this information, 
and is provided total access to faculty, course material information, updates and changes 
under university policy requiring faculty to send their orders directly to the WCU-SSI 
bookstore. 

In the past, WCU has asserted control over course materials. Neither Joseph 
Hamel (VP Finance of WCU , SSI Board member). Dr. Adler, President of the University, 
or Bernard Carroza (Chair of the Board of Trustees of WCU) will administer the 
necessary policy and control to ensure that this information is available to DSS and that 
the university’s obligations to uphold the law are met. These are not responsibilities that 
Mr; Hamel or WCU are unfamiliar with. Several memos to the university community were 
issued by Mr. Hamel in the past outlining the university’s responsibilities under the law 
and administering policy for adherence to these laws. (These memos are documented 
starting on pg. 14) 

DSS has suggested a number of alternatives to WCU from four-part forms to e- 
mail distribution in order to streamline the textbook ordering process. Although Mr. 
Hamel and Mel Josephs ( CEO of WCU SSI) committed to one of these options, none 
have been implemented. 

Now that MU has successfully shirked their responsibilities under Pennsylvania law 
by using the MU-SSI to shield public.information from DSS, WCU-SSI now believes that 
they are no longer obligated to provide informatiori to DSS. WCU-SSI has indicated to 
DSS that they reserve the right to deny them access to information altogether. DSS has 
consistently maintained its preference to obtain access to information through WCU and 
that the university must share the information with anyone who requests it at the same 
time, cost and manner for all parties. DSS should not be forced to obtain information 
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from WCU-SSI, an unreliable source who intends to share information on it’s own terms. 
It was Joseph Hamel, VP for fiscal affairs and WCU-SSI board member, who arranged 
for and forced DSS to get information from their competitor who sends DSS incomplete, 
inaccurate information. There are batches of information that DSS has never receives 
from WCU-SSI for every single semester.* (See letter to SSI in Appendix B-14). 
Students who choose to purchase books for those courses, do not have a choice as to 
where to buy them. 



^his Fall 1998 semester, DSS completed an audit of the on campus bookstore shelves and found 
between forty and fifty titles that were on the shelves at the on campus bookstore but were never shared 
with DSS. This type of action is intended to directly prevent DSS from having the ability to compete with 
the oh campus bookstore in a fair and equitable fashion. Thus those students who needed to purchase 
those books were forced in most cases to buy New, more expensive copies of those texts as opposed to 
having the choice to purchase their books at a discount shop like DSS. While the facts are clear and this 
audit demonstrates clearly the economic damage being committed, WCU and WCU-SSI simply shirk the 
facts and openly state that they have shared all the information with DSS. The board of Trustees of the 
university plainly refuse to look at the hard evidence that supports the DSS claims of unfair business 
practices. They simply claim that |t is not happening even though all the facts and data demonstrate that 
it clearly is occuring by their own hand. 

2. Registration Information; 

@ WCU: Registration information was refused to the Liebermans and DSS until 

litigation started in the Commonwealth Court if PA in 1 995. WCU agreed that it was no 
longer an issue after Judge Morgan made it clear to all parties that it was obviously 
public. It is now provided to the Liebermans at twenty-five ($25) dollars per report. 
WCU-SSI does not pay for access to this same information. 

@ MU: Millersville has always agreed that registration information is public and 
has always provided it, upon request, to Dynamic Bookstore at a charge of twenty-five 
dollars ($25). MU-SSI is not charged any fee to receive this information by MU. 

3. Professor Course Packs and Custom Printed Materials 

Course packs are defined as collections of articles, writings, professor-published materials, notes from lectures, lab exercises, 
or lab manuals. What differentiates these from standard textbooks is that they are locally published, usually photocopied, 
packets or notebooks of information. 

@ WCU: DSS have requested equal access to professors’ custom published 

materials from the administration and have received no cooperation. These course 
packs are all published or coordinated by the universities and their professors, using 
university resources, equipment and materials. Nearly all of these materials are 
supplied to the WCU-SSI bookstore and denied to Dynamic Bookstore. Students who 
are required to purchase these items cannot choose where they want to buy them. They 
must buy them at the WCUSSI bookstore. The Liebermans have proposed that the 
university make original copies of course packs available to both bookstores at the same 
time and cost for each store. This would eliminate “exclusive” orders and make them 
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available for students at both stores, inducing lower prices. The university stated that 
they did not have a policy and that once one was created, it would be communicated to 
DSS. There has been no communication of any such policy to DSS in over five years. 

@ MU: Although an official request has not been made to the administration 

for course pack access, the administration refuses to set policy on anything to do with 
textbooks or student supplies. All requests are being diverted from the administration to 
MU-SSI, our competitor. Many professors refuse to supply DSS with a copy of their 
coursepacks. At MU, DSS sells 3-4 course packs that are not available at the MU-SSI 
university bookstore. 

4. Financial Aid, Grants, Loans and Scholarships 

Students who are residents of Pennsylvania are eligible to receive financial 
assistance from the Commonwealth and from the US Government. This assistance is 
allocated by the Pennsylvania Higher Education Assistance Agency. Monies are also 
available from the Federal Government. Portions of a student’s aid can be used to 
purchase essential school materials. This aid is distributed by each university’s financial 
aid /bursars office. 

@ WCU: The current system of monetary allocation to the student restricts 

where they can purchase their supplies and books. WCU issues financial aid students a 
voucher indicating how much money the student- has available -for supplies and- 
textbooks. This voucher is only valid at the WCU-SSI bookstore. The University pays 
the face value of the voucher to WCU-SSI. If the student does not use all of their money 
at WCU-SSI they are issued a refund for the balance in the middle if the semester which 
restricts them from purchasing supplies anywhere else than SSI. 

These purchases are being funded by all taxpayers. 

In the past DSS has accepted a student voucher from one student, allowed the 
student to charge books against the voucher, and submitted that voucher back to WCU to 
receive payment for the voucher. WCU denied DSS payment because the voucher was 
only payable to WCU-SSI due to their “special relationship”. This process restricts a 
substantial percentage of the total students purchasing supplies and books at WCU from 
having the ability to choose lower priced goods anywhere else. This drives up the costs 
of these goods of which our government and the taxpayers are footing the bill. If these 
funds were not restricted students and the government would be able to buy less 
expensive products and save our government hundreds of millions of dollars across the 
country. 

The Commonwealth of Pennsylvania and its students both stand to reap the 
benefits of competition if this process is unrestricted so that companies can compete for 
students’ business. The Commonwealth can take advantage of the lower prices dictated 
by competition to allow PHEAA monies to have greater buying impact thus helping both 
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the student and the Commonwealth to lower the rising costs of education for families as 
well as taxpayers. 

@ MU: MU handles financial aid, scholarship, grant, and loan situations 

differently. It seems that MU indicates to MU-SSI which students have financial aid, 
grants, etc. and the amounts of aid available so that MU-SSI can open a bookstore 
charge for that student, using their expected financial aid money as collateral to charge 
on the account. In a sense, the student uses their school ID card as an electronic 
voucher to charge at the MU-SSI store. The process is similar to WCU's financial aid 
process, just without the paper vouchers. 

Once the student's financial aid money arrives, the student is expected to pay off 
their bookstore charge first. If the bill is not paid, the university agrees to allow SSI, a 
private company, to withhold the student’s grades, scheduling privileges, student ID 
usage, and even graduation until the student pays the debt to MU-SSI. This 
“independent company “unaffiliated with the university" receives this guarantee of 
payment from the university as part of their “special relationship". 

Again, students are restricted from conducting business with any other source for 
their books and supplies. In addition, the university is extending these students credit 
until their financial aid monies arrive. Colleges and Universities should not be in the 
lending and banking business anyway. There are plenty of private lending institutions 
that provide students with credit such as Visa, Discover, Mastercharge, and American 
Express. 

At CU, where DSS Is the on-campus bookstore, students are issued vouchers 
not specifically made payable to DSS.. In this case, CU pays DSS only for the portion 
of the face value that the student has actually spent. DSS keeps an account of how much 
is spent by each student, what type of products they purchase, and the total spent which 
is not to exceed the face value of that voucher. It Is then submitted to CU and paid to 
DSS upon approval by the administration and the financial aid office. This is a useful 
model of operand! to help save taxpayers an enormous amount of the money on state 
appropriations. 



Many universities across the country are starting to impiement smart cards, or speciai 
debit/credit iD cards with magnetic strips or computer chips that aliow this process and many 
other campus processes to happen electronicaiiy and efficientiy. In many cases, independent off- 
campus competitors are not being allowed to accept this card. Legislation has been created in 
other states to combat the unfair business tactics of universities, forcing them to make these 
cards acceptable at any off-campus business. |n return, all participating vendors are required to 
pay reasonable processing fees right on a standard credit card machine at the register. The 
processing fees are based on either market standards or flat fees. These types of processing 
fees should be equal for all vendors to prevent special treatment of the on-campus bookstores 
over their competitors. 



Unfair Business Practices of Pennsylvania State Owned Universities 




159 



5. University Guaranteed Credit 

@ l/VCU;, The WCU-SSI bookstore solicits and issues bookstore charge accounts 
to students who would like to purchase their textbooks and supplies on credit. WCU-SSI 
is given open access to student directory information and sends solicitations to students 
through the mail using non-profit discounted mail privileges. Once accepted, students 
can purchase anything on these accounts. The university backs and supplies this credit 
to the student. The credit is issued to the student and if the credit bill is not paid by its 
terms the student cannot schedule for classes, graduate, play sports, etc.. This equates 
to university or Commonwealth guarantees of privately incurred debt. It would be the 
same as VISA Corp. receiving credit guarantees by state-owned universities for students 
who have incurred debt on private VISA cards. WCU-SSI has claimed to be a 
independent company. Receiving guarantees from the university to ensure that students 
pay their “private” bookstore charge accounts is an inappropriate use of state resources 
and a misuse of state funds. 

DSS seeks no special arrangements, just open, even-handed competition. In 
response, Mr. Hamel and WCU have claimed that these arrangements are part of the 
WCU-SSI “special reilationship" with WCU. 

@ MU: MU has implemented the use of the ID card for both pre-payment of bills 

and as a credit card. This |s a substantial threat to Dynamic’s economic viability at MU 
and is something that the university provides exclusive support to SSI for. Again, MU- 
SSI takes advantage of state resources as part of, their special privileges. Students who 
do not pay their bills are forced to meet directly with the CEO of SSI and threatened with 
their academic and financial accounts at MU being frozen if they do not pay their 
bookstore charge. 

Grades, scheduling, and even graduation are on hold until students pay MU-SSI. 
The same holds true for MU-SLI, Student Lodging Inc, who operates housing for MU. 
Robert Slabinski is also the GM of SLI. Students who do not pay rent to this 
“independent” company will have their grades, schedules, and graduation withheld until 
they pay their bill. MO will not provide this service to any other “independent” company 
such as DSS, Discover Card, Visa/Master Charge. There is no legislation that enables 
Pennsylvania or a state agency of, to back privately funded debt or to be in the 
banking business. This special, exclusive treatment that is given to MU-SSI amounts 
to state guarantees of independent debts, a misappropriation of state resources. 



7. State-Supported Harassment 

@ WCU Professors without tenure have complained about pressure from the 
administration not to associate with DSS. Some exclusive orders for course packs have 
been withdrawn from DSS by professors who have experienced such pressure. 
Academic departments seeking to place orders with DSS have been commanded by Dr. 
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Adler, the university president, to submit these orders to the WCU-SSI bookstore. 
Faculty have repeatedly been advised to withhold textbook information from DSS. 

Campus Police continually attempt to prevent DSS student employees from 
walking on public, grounds by intimidating them with forceful arrest threats if they go near 
the WCU-SSI bookstore building's property. 

WCU-SSI and WCU, on two occasions, have prevented Dan Lieberman from 
open access to the university bookstore which is located in a public building. The 
bookstore is open to the public and built with public funds by the State of Pennsylvania. 
In one such incident, Dan was denied entrance and threatened with forceful arrest by 
campus police officers and Joseph Hamel. The campus police department reports to Mr. 
Hamel. Mr. Hamel has a conflict of interest which prevents him from representing WCU 
and WCU-SSI independently of each other. Mr. Hamel used the campus police force to 
intimidate DSS on WCU-SSI's behalf, stating repeatedly to Dan that Ve have a right to 
refuse you access. We are a private company”, referring to WCU-SSI, of wrtiich he is a 
board member. 

This was not the first time Mr. Hamel used the campus police for SSI. Campus 
police have consistently harassed and intimidated DSS employees handing out free gifts 
and coupons anywhere near the public buildings in which SSI resides. Campus police 
are also used every semester, for SSI's benefit, to patrol the SSI bookstore during the 
busy times of the semester. Does SSI, an ‘^independent" company, pay a fee for these 
state employees' services? We think not. 

@ MU: MU and • MU-SSI have acted inappropriately towards DSS in their 
advertising and their actions. They have harassed and intimidated DSS prior to its first 
semester of business at MU. Upon conducting an end of semester textbook buyback 
near the on-campus store, DSS encountered questionable and unfair business practices 
from both MU and MU-SSI. Large banners were placed on university property by 
university employees alleging that DSS was a rip-off to students and warning students 
not to sell their books to “strangers". 

University-owned vans were also used by SSI to communicate the same messages 
to students. One university van was purposely parked against the bumper of a DSS truck 
to restrict student access to the back of the truck where DSS operated a legal, mobile 
textbook buyback for students. One specific university employee stood next to the DSS 
customer line, defamed the reputation of DSS and harassed the customers who chose 
to do their business at the DSS truck. 

MU-SSI had full access to and control over any resource it needed from the 
university. Campus police continually interrupted the buyback to accuse Mr. Lieberman 
of buying stolen books. The campus police director threatened to impound all DSS 
inventory for confiscation if Dan continued doing business in competition with MU-SSI. 
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This police director was acting out direct orders from Robert Slabinski, CEO of MU-SSI, 
to “take care" of this problem with DSS. . ; . 



‘When ban remained to conduct his business, the SSI management issued Dan a 
^ bogus tawsuit threat, overtook his truck, took pictures of him and handed him incomplete 
lawsuit forms, |n order to intimidate him. ' The content of the suit alleged that Dan was 
attempting to use SSI's name and reputation to earn business, or tortious interference 
with contractual relations. DSS never even put a name or sign on it’s truck and all of the 
buyback advertisements where intentionally different from those of MU-SSI. The lawsuit 
was not based on Or grounded in fact and was never pursued by MU-SSI. This was 
simply another form of state-sponsored harassment by MU and MU-SSI. 
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SSI threatened to file suit again when DSS opened their store right down the street 
from the university. MU-SSI complained that DSS, a registered fictitious name, was too 
similar to that of Student , Services, Inc. They charged that DSS was attempting to 
capitalize on SSI’s good reputation. MU-SSI, succeeded In forcing DSS to change the 
Millersville store name to Dynarnlc College Outfitters. All of these actions were 
conducted to Intimidate and harass DSS. This was SSI's second threat of tortious 
interference, a legal terminology which Indicates that one party is intentionally Intending 
to misrepresent itself to use the other party’s name, reputation or good will with intention 
to hurt, or cause damage to, that specific party. 

Michael and Dan Lieberman were threatened with arrest while soliciting public 
information from professors in their office buildings. This occurred after .Dr. Gary 
Reighard testified to the Commonwealth Court that the Liebermans would be given full 
access to the professors to seek the information needed. 

The point of sharing these events with you is to establish that this behavior is 
encouraged and supported by the administration of the university, on university 
property, using university assets and employees. Operational authority stems 
directly from the SSI Board of Directors with the approval of the President of the 
University. The SSI Boards ai’e dominated by the university's council of trustees, 
and members of the university administration and faculty. DSS have been denied 
reasonable and equitable treatment by MU, i/VCU, and SSHE. 



Pennsylvania’s Right to Know Law. 

According to the Pennsylvania Right-To-Know Law, section 66.1, (2), a public 
record is defined as: 

“Any account, voucher or contract dealing with the receipt or disbursement 
of funds by any agency or it's acquisition, use or disposal of services or of 
supplies, materials, equipment or other property and any minute, order or decision 
by any agency fixing the personal or property rights, privileges, immunities, 
duties, or obligations of any person or group of persons. ..” 

Exceptions provided under the law: 

1 . “Shall not mean any report, communication, or other paper, thpublication of 
which would disclose the institution, progress, or result of an investigation 
undertaken by an agency in the performance of it's official duties" 
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2. "shall not Include any . re^ document, material, exhibit, pleading, report, 
memorandum, or other paper, access to or the pubUcaiion of which is prohibited, 
restricted, or forbidden by statute law or order, or decree of court" 

3. "or which wdiild operate to the prejudice or impairment of a persons reputation 
or personal security" 

.4. "or which would result in the lo^ by the Commonwealth or any of it’s political 
■subdivisions or commissions or State or municipal authorities of Federal Funds" 



DSS Position On All the Issues 

The issues and arguments surrounding the access to public information at a state agency 
are very easy to over-complicate and distort. The nucleus of the arguments and the 
actual applications of the Right to Know Law, however, are extremely simple. 

The professor is a public employee at a public agency making a public decision that 
affects the public, thus, it is a public decision that must be shared by any and all 
members of, the public that, request to see it. This is the central argument that DSS has 
refused to lose track of. All the questions of who owns forms, the status of non-profit 
organizations, university administration possession and the like are all moot issues. The 
information is create.d at Jhe university by. the faculty, and must be. provided to. any 
requesting Pennsylvania citizen. This information is created in the public domain and the 
universities have attempted to place it in the private domain of a subterfuge like the 
SSI’s. The universities control this information and have a responsibility to the public that 
subsidizes them to make sure that public information created by the university is 
accessible to all parties at the same time, same cost, and same manner. 

What DSS wants is to be treated the same way that the on-campus, competing SSI 
bookstores are treated. DSS is not asking for special treatment but equality in the 
marketplace. The State of Pennsylvania should not be giving any vendors special 
treatments, privileges, and financial subsidies as they currently are. 

These SSI’s and non profits at all SSHE universities should not be entitled sell products 
with a non profit status where these products are already available from the private, tax 
paying sector of the economy, the private sector is at a serious disadvantage. Ironically, 
the taxes paid by the independent sector are helping to subsidize their competition. 

Universities should not be allowed to operate bookstores with non-profit corporations 
when retailers in the private sector could . operate these bookstores, with fair bid 
contracts. Truly privatizing the university bookstores will introduce lower prices, 
improved customer service, innovations, and reduced amounts of support required by the 
state from the bookstores allowing universities to worry about academic missions instead 
of profit missions disguised as academic missions. 
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Proposed Solutions and Recommendatinng 

pss has proposed some possible solutions to remedy all of these situafionc Th^ 
proposals have been ignored or turned down by each university 



Issue #1 - Access to Course Material Information 
one store knows a title is beinJ S aJrf can result if 



Issue #2- Registration information 
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Issue #3- Coursepacks 

DSS would like all of the SSHE universities to require faculty to make their custom 
published materials available to all bookstores at the campus marketplace with 
bibliographies of articles, book chapters, etc. that are used so that each store may obtain 
copyright permissions independently of each other. Coursepacks would be available at 
all stores for students. 



Issue #4- Financial Aid, Scholarships, Grants, Loans 

DSS suggests looking at CD as the example or model of how all financial aid, 
scholarships, grants and loans should be processed. Students should be extended a 
voucher from the university so that the student can spend their financial aid money before 
it actually arrives from PHEAA or the Federal Government. The face of the voucher 
should state that this voucher can be accepted at any business that is registered with the 
university to do so. The university could probably even charge a processing fee to 
handle the paperwork. They probably do not charge SSI for such a service. 

If this process was computerized and the student ID cards where used to store the 
purchasing and credit information, it would be similar to a credit card. Any business 
“could accept the students “credit card”, “ID card” etc. and be paid by the university upon 
accepting the card on the credit card machine obtained through a private bank that will 
handle the extension of credit issued to the student before the financial aid monies arrive. 
Independent, off-campus vendors would then pay network or processing fees to the 
network provider or bank at a fair comparable market value compared to VISA, Discover, 
American Express, etc.. 

This process will enable students on financial aid, scholarships, grants or loans to use 
their ’electronic’ voucher at any authorized location. Authorization to accept the 
students’ electronic voucher should be granted only to businesses that sell items that are 
absolutely necessary for their college education, unlike college sweatshirts or music 
CD’s. Currently, universities abuse the use of these appropriations to students so that 
the university can capitalize on the profits made from those sales. This in not beneficial 
to Pennsylvania taxpayers. 

DSS feels that the above process is the best means of controlling these appropriations 
while allowing students to have the freedom to shop around for the best prices on their 
supplies. 
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Issue # 5 - University extended credit 

DSS would request that the universities refrain from extending credit to their students 
either directly or through their non-profit corporations. The universities should not 
provide special services like account or schedule freezes to any company to assist in the 
collections from students who have not paid back debts incurred. 



You can help students and their families by supporting Senate Bill S.2490. Call your 
U.S. Senators and Congressmen and ask them to help all American Families lower the 
costs of a college education by opening up the Campus Marketplace to competition. Let 
your Senators and Congressmen know how much you spend each semester for tuition, 
room and board, and textbooks/supplies. Voice your opinion!!! 



WHAT CAN YOU DO? 
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Sept. 8, 1,998 



Daniel Lieberman 



Dynamic Student Services 

20 Linden St. 

West Chester PA 19382 
(610)-692-8030 



Office of the Bursar 
West Chester University of PA 
West Chester PA 19383 

Please find enclosed a bookstore voucher from WCU student Valerie M. SecresL This voucher was submitted to us for the 
purchap of her textbooks in the amount of $198.93. Valerie has spedficaily requested that you honor her request to make payment to 
Dynamic Student Services for her textbook purchases. Since the money that Vderie is due to receive in her financial aid account is public 
funds, we insist that you stop handicapping student's ability to purchase their supplies at lower prices, off campua The student's right of 
choice IS essential since this money is coming from the taxbase in the first place. 

We are open to more discussion with your office to work out a mutually beneficial process that will enable you to process our 
future voucher submissions In a efficient manner for both of us. For now. we would like to ask you to honor only the amount that Valerie 
has used for her lexlbooks. Although the voucher amount Is for $376 {three hundred seventy six dollars), she only spent $198 93 She Is 
also ware and has agreed not to spend over the $376 limit between both SSI and our store. As you can see on the actual voucher 

Valerie has signed and requested payment to be made to Dynamic Student Services. 

Please make payment to ‘Dynamic Student Services ‘ within 1 5 business days. Thank you for your cooperation. 



Partner, DSS . ■ - 

cc: Mn Carnes Esq., Dr . Madeline Adler, Dr. Bernard Carroza, Rep. Roy Reinard, Rep. John Lawless. Rep. Eleanor Taylor, Governor 




Sincerely, 



Thomas Ridge 



ERIC 
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West Chester University 



OfRce of the Bursar 

West Chester, 
Pennsylvania 19383 
(610)436^2552 



September 14, 1998 



Daniel Liebennan 
Dynamic Student Services 
20 Linden St. 

West Chester, PA 19382 



Re; Voucher for Secrist 



Dear Mr. Liebennan: 



The student voucher which you presented to West Chester University for collection is 
only valid at the Student Services Inc., Bookstore. Your receivable must be collected directly 
from Ms. Secrist, your customer. 



Daniel Pauletti 

Director of Student Financial Services 





A Member of the Per.nivi . ir.u 5;oU‘:r. of H.t^r.er rd-jcution 
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Student/ Parent Voices 
of Pennsylvania 

Feedback on the cost of textbooks from 
PeimE;7lvania college students and their families. 



PezmjByl'vaola Students and their Emilies continually battle the ever-increasing costs of a college education. A frustrating area * : 
concern that needs to be addressed Is the high cost of textboohs. Many campuses ez^qy monopoUes and exclusivi^ sell textbo:' 
and other supplies to studeiits and their frinUies. Mlhen such a monopoly exists, businesses can charge exorbitant prices for th^ v 
goods because consumers have no other purchasing options. Essentially, "there's only one game in town”. 



The existence of off-campus bookstores Is frindamental to the preservation of the students' right of choice, the prevention of 
monopolistic marketplaces, and the creation of a competitive environment that benefits consumers with lower prices and bet;?r 
services. 



Yet many of these off-campus competitors do not eujoy the benefit of competing in an equitable, frlr, and open marketpla: s. 
There are many disadvantages that off-campus stores ^ure in order to offer their services to students. It Is In the best intermit 
of all students, families, tax payers, and even the universities to make sure that off-campus competitors be protected from unfr ; : 
competition. 



understand these p/!nciples and would like to give you zqy opinions and feedback on how you can help preserve zqy ability * o 
choose." 




lagree 



lagree 



Bahh university In Pennsylvania that receives state funding should be required to make eSl 
professors' olassroozn textbook/stjqppily requirements accessible to the publlo so that any 
bookstore can access this Inlbrmation and be able to sell those titles/supplies. 

The current eystem of allocating student's financial aid, scholarship, or grant monies for 
school suiipUes does not allow a student to spend their state or federal allocated money wheva 
they would like to. Student's are forced to buy their book^ on campus and do not have a choic-':. 
All universities In Pennsylvania should he prohibited firom tniring away students' right a 
choose where to spend the money allocated to them. Oomi>eting stores should not be out out 









best COPY AVAILABLE 
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Student/ Parent Voices 
of Pennsylvania. 

Feedback on the cost of textbooks from 
Fexmetylyania college students and their j^unUies. 



Pennsylvania Stud^ts and their families continually battle the ever-increasing costs of a college educattoiL A frustrating area * 5 
concern that needs to aiMressed is Uie high cost of textbooks. campuses ex\Joj monopolies and epcclusivdy sell textbo: 

and other supplies to studj^ts and their lamilies. \?hen such a monopoly exists, businesses can charge exorbitant prices for th^ ? 
goods because coiisumers have no other purdiasing options. Essentially, "there’s only one game in town*'. 

The existence of off-campus boc^tpr^ is fhndaniental to the preservation of the students* right of choice, the prevention nf 
monopolistic inarketplaces, and the creation of a competitive environment that benefits consumers with lower prices and beu?r 
services. 



Tet many of tiiese off-campus competitors do not ex^Jcy the benefit of competing in an equitable, fair, and open marketpla:?. 
There are max^ disadvantages that off-campus stores endure in order to offer their services to students. It is in the best intermit 
of all students, families, tax payers, and even the universities to make sure that (^-campus competitors be protected from unfr:' ? 
competition. 



“I understand ^ese principles and would like to give you opinions and feedback on how you g&Ji help preserve rr^ ability ' o 

choose.* r 



I agree 
I agree 



.Each tmlverslTy In Pennsylvania that receives state funding should be required to xnahe e.'J 
profbssQrs’ classroom textbo6k/supp!ly requirements accessible to public so that any 
bookstore can access this Information and ^ able to sell those tltles/supifiles. 



□ 



The current system of ellodatlng student’s flnp.nMA.^ soholarshlp, or grant Tno-nipfl fcT 
school supplies does not allow a student to spend their state or federal allocated money wheva 
th^ would lUce to. Student’s are forced to.buy th ^lr booihs on campus and do not have a choic-:^. 
All universities In Pennsylvania should prohibited from tAirtng away students’ right *. a 
choose where to spend the money allocated to them. Oomx>etlng stores should not be cut out 
the process so that students are forced tq pay higher .prices, especially when they are spendlr.g 
the gbvernment’s money. 



Sigaature: 




Date: 19: 

Print Name: K"i rUhpJ 1 tj A- School Phone 

Student or parent comments on textbooks, financial aid, or uxifrir competition: 



FRFF CHn\r.f^ l 
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Student/Parent Voices 
of Pennsylvania . 

Feedback on the cost of textbooks from 
Fexm^ylvanla college students and their faTPlUes. 

pennsyivaaaia Students and their fainllles continually hattle the ever-lncreaslnd costs of & coUe^ education. A Ihistratlnd area f 
concern that needs to be addressed is the hl^ cost of teoctbooks. Many campuses ext]oy monopdlies and mcdusivi^ sell textbor i 
and other supplies to students and their families. When such a monopoly esdsts, businesses can charge exorbitant prices for th^v 
goods because consumers have no other purchasing options. Ks^tiaUy, *there*s only one game in town". 

The existence of off-campus bookstores Is fundamental to the preservation of the stodenta* right of chdoe, the prevention of 
monopolistio marketplaces, and the creation of a oompeUtlTO environment that ben^ts consumers vdth lower prices and bet: ?r 
services. 

Tet niany of these off-campus competitors do not ex^oy the benefit of competing in an equitable, fair, and open xnarketpla: ». 
There are many di^vantages that off-campus stores endure in order to offer their services to students. It Is in the best intemt 
of all students, families, tax payers, and even the universities to make sure that off-campus competitors be protected from unfr! r 
compeUtian. 

"I understand these principles and would like to give you my opinions and feedback on how you can help preserve my ability ’ o 
choose." ' ' ' 

Each unlversiiy In Pennaylvanla that receives state funding should he required to mnlce aU 
profhssors' classroom texlkxxik/supfiy requirements accessible to the puhllo so that ar <7 
bookstore can access this Inforznatlon and be able to sell those titles/supplies. 

lagree 

current system of allocating student's finanfiiAi aid, scholarship, or grant monies for 
|_j school supplies does not allow a student to spend their eta^ce or federal ehocated money whevs 
th^ would like to. Student's are fbroed to buy their hooks on campus and do not have a oholct. 
All universities In PenneyXvania should he prohibited firom taking away students' right 
choose where to spend the money ellooated to them. Oompeting stores should not be out out :f 
the process so that students ere forced to pey higher prices, especially when they are spendlr.g 
the goverxunent's money. 

Date:, ^oJiwtiar ^ l99l 

Print Name: hjirfii'il/’ S^^-fnC/'occ School Phone #: ?^*7 

Student or parent comments on tes^books, financial aid, or unfair comi>etitlon: 










BESTCOPYAVAIWBLE 
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Student/ Parent Voices 
of Pennsylvania 

Feedbatcdc on the cost of textbooks froih 
Penn^lvanla college students and their fkmilies. 



Pemi^va^ StudehU axid tbeir conUixuaUy tattle Uie ever-increasing costs of a college education. Afruirtrating f 

concern that needs to he adihressed is the high cost of texthool». Uaz^ campuses enjoy monopoUes and exclusive sell textbo:’ ^ 
end other suites to studedts and their lemilies. When such a monopoly eidsts, businesses can charge exorUtani prices for th' . v 
goods because consumers have no other puithasind options. EssentiaJly, "there's only one game in town*. ' 



The esdstehce of off-campus bookstores is ftmdamental to the preservation of the studenta* right of choloe, the prevention rtf 
monopolistlo market^aces, and the creation of a competitive environment that benefits consumers with lower prices and bet: it 
services. 



Yet xhany of these off-campus competitors do not ^oy the benefit of competing in an equitaUe, fair, and open mailEetpla: 
There are many disadvantage that off-campus stores endure in order to offer their services to students. It is in the best interest 
of all students, fiunllies, tax payers, and even the universities to make sure that off-campus competitors be protected fiom unfr f : 
competition. 



*J understand these prXne(p/es and would Wee to five you my opinions and feedback on jiowyou can help preserve J^yabdlty * o 
choose," - 



lagree 



Kfto h university in Pennsylvania that receives state funding nhotald be required to make £.11 
pxpfiessars' classroom textbobk/supply reqtiirements aooesslhle to the puhUo so that any 
bookstore can access this Information and be able to sell those tltles/supphes. 



. lagrce 



tnie current system of allocating student's financial aid, scholarship, or grant monies for 
sdhool suppUes does not allow a student to spend their state or federal allocated money wheve 
they would like to. Student's are forced to buy their liooks on campus end do not have a cholci. 
All universities In Penns(ytvanla should' be prohibited team taking away students' right 
choose where to spend the money allocated to them. Ooxnpeting stores should not he oat out :f 
the proc^ so that students ere forced to pay higher prices, especially when they are spending 



the government's money. 



Signature: I4Jx/9tD / Oi}i4aj^ 



UJ- 



Date:, idLlii'hi 



pre $fWri c?f 



Print Wame: Vl t CX 44 P S School Phone i?: 9~/ 9~ •'f 1 - 0 S ^3 



Student or parent comments on textbooks, firtarirfAi aid, or unfair competlUon: 



vJ-J\n£ Oj\Q ^J\A^/XfLpd 6^ 

1 hhjj(nll/\rOiyuJhj (m ffpd>Uj2^ ^ 

\^jt ( //l PXfJ^ /QAA^flfJjJ . JjuoJ>} ^ 

f:hG\n A\A)^ . rr^aoj X 

/r)hr\f^.A\aj^ /OijLp.pLuxmy jAj)'jl-h, UJhaJruji>e. ^ 

y ^Au.H. x-I J\JLUjbU. bUd iJjThAA o oaj^ 

.hlUJ [hrbk^A LMAX>i: ImiCLLL^ ut!^ A(Lh ^ CU^ ^0. 

/ohrxji 



JLCULUUj rph LOAjj OLA a 
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Student/ Parent "Voices 
of Pennsylvania _ 

Feedbax^k on the cost Of textte 
Fenn^lvaiiia college students and their fEunllies. 

Penns^vania Students and their fomllies continually battle the ever-increasing costs of a college education. A frustrating area • r 
concern th^ needs to he addressed Is the high cost of textbook. campuses ettJqy monopolies and exduslvdy sell textbo: ^ 

and other Bupidles to students and their fandUes. men suA a mono]^ exists, businesses can charge mrorbitant prices for th^v - 
goods because consumers have no other purchasing options. Essentially, ^tl^re's only one game in town . 



The ejdstence of off-campus bookstores is. ftmdamental to the preservation of the . students* right of choice, the prevention of 
monopolistic marketplaces, and the creation of a competitive environment that.b^eflts consumers with lower prices and bef.?r 
services. 



Yet many of these off-campus competitors do not enjoy the ben^t of competing in an stable, fair, and open marketpla:*. 
There are many disadvantages that off-campus stores endure in order to offer their services to students. It is in the best intermit 
of all students, femilies, tax payers, and even the univerrities to make sure that off-campus competitors be protected from unfi* : : 
competition. 

•J understand these principles end VTOvIdlike to give you opinions.and feedback on bowyou can help preserve ^y ability * o 

choose.** • 



Eadi-universliy In Penneylvaiila that receives state funding should be requfred to xnabe tU 
professors* dassroom tertbook/supply requirements accessible to the public so that any 
jbookstore .o^jQL access iiilbrznation and he able to sellUK>se tltles/supTdies. 

I agree 

The cxarrent sfystem of allocating studenVs financial aid, scholarship, or grant moiries for 
school supplies does not allow a student to spend tbJslT state or federal allocated mon^ whei s 
they woudd Uhe to. Student’s are forced to huy their boohs on campus and do not have a choic 
All unlverslttes in Penxi^ylvBnla should he prohibited from teddhg away students* right o 

choose where to spend the money allocated to them. Competingstores should not be cut out :f 

the process s o that students are forced to pay higher prices , especially when thqy are spendlr. g 
the government’s money. 




I agree 



Signature 



Print Name 






School Phone 4r\_ ( 7 / 7 ) S7! -HZ<!o 



Student or parent comments on textbooks, financial aid, or unfair competition; 



/ nmi/' IS a — 



I. t?eiitvp nui/' (joui^ii'y /-> 01^ a 

^ 4^ Mfil-etr s'ui'hif, if U£. — Jc>- 






^L/yj Ur>7yl^cio^. Monopoln-K _/Hre : }__do 

1 rj,u> ju <riJ /? rij^ l 
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tJfie stu5ents of TIOiflTersxnflre University of 
5£)ennsyfvania (JereBy petition our fegisfcrture... 

..to protect our oBilitp to cijoose xofiere we con Bu^ our textBooRs. (tofTese costs ore constantly on tfie rise onB 
ompetttlon Betwerir ^Rstores en^fes us to foxoer tfie costs of our eBucotton. TDe Ijaoe cfioserto sign tfits 
.••etttton to support prmrte Boofistore efforts to proriBe us wtR on aftematioe source for our neeSs. tDe sign 
f)is petition to urge •jou to write onB approve legisfotion tfiot wilT ensure tgot oITtextBooR Becisions rmain 
niBlic'onB occessiBfe to onf competing or university BooRstore onB tfiot olT scBoforsBip, foon, or finwciof oiB 
•.tuBents Be given tfie oBifi^ to cBoose wBere to Buy tBeir co(%e text^Rs. tOe t6e stuSents osR you to 
.Totect our rigBt to cfioose. pfeose support Bynomic BooRstores onB others fiRe tfiem. 
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MU students 
left with only 
the company 
(book) store 



Rival bookstore gives up fight. 

H By Gil Smazt 

Assistant News Editor 

Goliath finally stomped David. 

Aftor three years of trying to compete with the'' 
Student Services Ihc. empire m Millersville, the Dy-V: 
namic College Outfitters bookstore on West RrederV 
ickStreet will close at the end of the month. <• . 

‘•We’ve been driven out of business by the sdiidbl ' 
^d.by SSI,” claimed Dan Lieberman, owner of the’- 
bookstore. 

^ The event enda a loi^-running battle betweehLie<1^ 
bennan and Student Services Inc., which runs the, 
Millersvillel)ookst6re on campus, as vrell asnearly a'* 
dozen other enterprises on campus. 

Ueberman had long claimed that SSI enjoyed ah ' 
unfair competitive advantage, because the umversi-.' 
ty provided lists of books to oe used by professors.to' 
SSI but refused to give the same information to Dy- .• 
namic.. The conflict came to a head in 1997, when 
Lieberman took SSI and Millersville to court over- 
the issue, claiming that SSI was in effect partof Mill-., 
eiwille University, and that this made the book lists 
public information. - 

ThestateSupreme Court disagreed. ' : 

^I hp long acknowledged that it enjoys a "spe-'. 

hlillersville University, 
which includes access to the book lists. There also 
are plenty of other facets to this relationship — in- 
cluding the use of Millersville student activity fees * 
to pay the salaries of three executives on SSI’s pay- 

But the airangement has the support of the admih-1 
Istration —and few MU students seem to care. 

More BOOKS on A-11 
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SUNDAY NEWS, LANCASTER, PA. 



Books: 

Rival store 
goes under 

Continued from A-1 

B SSI haslonghad a virtual mo- 
nopoly on Miller?ville students’ 

™ InYddition to the bookstore, SSI 
operations include management 
of the Student Memorial Center, 
University Store, copy shop. Cafe 
de'Ville coffee shop, fitness cen^ 
ter. student banking, game room 
and campus vending. It also oper- 
ates the campus Pizza'HuL _ 

. The SSI board is packed with 
MU students, administrators and 
trustees. SSI’s sister company. 
Student Lodging Inc., rents apart- 
ments to students and lent money 
for the Best Western hotel near 
MU, owned by a for-profit offshoot 
of Student Lodging and now man- 
aged by a retired MU vice presi- 
dent. ' ^ ij 

• Established in 1956 to provide 
to students services that weren t 
readily available through the uni- 
versity, SSI has grown into a con- 
glomerate with nearly ?5 million 
in annual revenues and an endow- 
ment of more than $1.1 miluon, 

according toitslatest tax returns. 

Its top executive, chief execu- 
tive officer Robert Slabinski, has 
anannualsalaryof$97,831. 

SSrs relationship with Mill- 
ersville includes the use of cam- 
pus mail and e-mail. SSI employ- 
ees are covered by the? State 
Employees Retirement System. 
Millersville can withhold grades 
and diplomas if SSI bills are not 
paid. 

The aspect of SSI*s relationship 
with MU that troubled Lieberman 
the most was the book lists. 

In order to stock his shelves, 
Lieberman needed the lists of 
books professors used in their 
courses. Millersville profe^ore 
traditionally had filled out bwk 
order forms — provided by SSI — 
and turned them in to SSIs Uni- 
versity Store. 

**We couldn't get access to the 
same information the other side 
did,” Lieberman said. ^ 

Slabinski does not think SSI en- 
joyed acompetitive advantage. 

After Lieberman lost his Suit 
against SSI, SSI turned around 



and sued him in part for printing 
his own book order forms and dis- 
tributing them to professors. The , 
forms contained SSI’s name 
leaving the false impression, SSI 
officials said, that SSI sanctioned , 
the'forms. . . 

Th a t case is still p ending. 
Dynamic’s troubles oecarne- 
apparent to students during the ^ 
pastyear. ’ , 

Millersville graduate Melissa 
DiNofia, who served as president 
of the student senate last year — 
and also was a student member of 
SSI’s board of directors for two 
years — ^ said Lieberman made 
frequent pleas for support to the 
senate and Millersville students , 
over the course of the 1997-98 
school year. . ’ 

••(Dynamic) apparently thought 
that students had been brain- 
washed by SSI into not shopping at 
their store,” she said. . . ^ 

By the end of the semester. Dy- 
namic College Outfitters was only 
open sporadically. Rumors flew; 
last month Lieberman confirmed 
them by posting a sign saying that 
the store was going out of Dusi- 
ness. . : - ^ ^ \ 

Near the end, she said, few stu- 
dents were shopping at Dynamic 
because o£ the errauc hours, bare 
shelves — and. the sense. that SSI 
profits were being invested back 
into the school community, while 
Dynamic’s profits weren’t _ 
Most students, however, mdnt 
seem to care onfe way or another. 

•There’s a lot of apathy at Mill- 
ersville,” she said. 

BOne student who did care 
was Kevin Kline, yiho graduated 
in May from Millersville 
* Foryears,Klinehadbeenaues- 
tioning SSI’s relationship with the 
university — particularly that 
student activity fees, p^d by 
every student, are funnelled to the 
corporation. , . 

IBach year, approximately 
$100,000 — about <me-tenth of the 
entire student senate budget — \s 

allocated to theUniversity Activi- 
ties Board, which then gives the 
money to SSI. The money is used 
to pay the three managers of the 
Student Memorial Center. 

, accordingtoSSI’sSlabinski. 

The arrangement began some 
20 years ago, Slabinski said, when 
the University Activities Board, 
which then ran the Student Me- 
morial Center, asked SSI to take 
over the task, and arranged to pay 
for the service. 

There is no written contract. 
Kline, a former student senator 
and member of the appropriations 



committee, argued that the only 
organizations eligible for senate 
funding are recognized campus 
clubs and organizations — and 
that SSI isn’t one of them. 

^Tt’s illegal.” said Kline flatly. 
••This money belongs to the stu- 
dents.” 

Kline took his concerns to SSI 
officials and university adminis- 
trators. but was rebuffed. In early 
May the Millersville student 
newspaper. The Snapper, pub- 
lished a letter he wrote about the 
issue, accusing the Student Sen- 
ate of lacking tjie backbone ‘'to 
stop this funding scheme... Just 
think of all the extra money that 
would be left to allocate to truly 
worthy student clubs (and)organi- 
zatlons.” ■ • 

Slabinski sounded mildly 
amused when discussing Kline's 
assertions. 

•'Kevin Just doesn't want to ac- 
cept that there is nothing subver- 
sive abopt this in any way, shape 
or form,” Slabinski said. . 

‘ Dr. Robert Thomas, Mill- 
ersville vice president for student 
affairs, said the student senate 
can cut off the funding if it wants 
to — but would then either have to 
find another way to pay the man- 
agers and keep the center open it- 
self, or close the center. 

••I don’t think the students want 
that to happen,” Thomas said. 

State lawsprevenl the universi- 
ty from using tuition money topay 
to staff and maintain the center, 
Thomassaid. . 

••Tliat’s why SSI was created — 
to provide services the state says 
the university can’t provide,*' he 
s^d. . 

B Lieberman said closing Dy- 
namic College Outfitters is an 
••economic tragedy” both for him- 
self — and Millersville students. 

••We’ve lost a tori of money at 
this university,” said-Lleberman, 
whose family also owns bopk" 
stores on campus at Cheyney Uni- 
versity and oif campus at- West 
ChesterUniversity. 

••But more important this is a 
tragedy for Millersville stu- 
dei5s,’*^he said. **Now there is no 
competition, nowhere to go for 
lower prices.” • 

Slabinski said he doubts 
students will suffer. 

As in other businesses, it’s sur- 
vival of the fittest, hesaid. 

' **It*s always difficult to com- 
pete with a strong, established 
competitor,’*’ Slabinski said. “Yoii 
need to have a better product, bet- 
ter prices or service. When you 
offer none of the above, it’s very 
difficult to compete.” 
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obinHocxlstc^ from the 
f rich and gave to the 

poor — a little radical, 
butat leasthe wasdn the 
side of equity. The needy benefited. 

Unfortunately, the converse is 
true on many of America's college 
and university campuses today. The 
most needy students — those re- 
ceiving federal student aid — are 
being robbed by many educational 
Institutions' on-campus^ monopo- 
listic bookstores and other commer- 
cial enteqsrises. Moreover, theddev* 
ery is being peradtted and argtiably 
promoted die US. Department 
of Education (DOE), wh^ grant 
and loan programs embrace a fed- 
eral-aid distribution scheme that ef- 
fectively rips off olir nation's most 
needy ^dentsl^ dgnificanUy re- 
ducing their buying power, 

Spedfknlty,die DOE fosters stu- 
dent-aid funding methods diat/ in 
effect, force students receiving M- 
eral aid to buy only at on-campus, 
insdtution-conlrolled commercial 
enterprises. In essenser using fed- 
eral Biiaricial irid, the EX)E pecniits 
monopolies and aPows "monopoly 
profits' to be obtained Ihrou^ 
Idgheron-cainpusbo ok storeprices. 
this benefits die {nsdtudon's ccan- 
merdal liiteiestSf Ite students 
— quite literally — pay die price. 
This policy alsodecisivdy hurts die 
parents who help limd their 
ddldren's education and taxpayers 
who fund or guarantee stud^-aid 
programs. 

Moreover, on-campus eiiter- 
prises, leoogniziiig dieir opportu- 
nity, seize on any DOE-pcrmitted 
opportunity to fnezet out any stu- 
dent-market oompetitioii. The ad- 
vent of campus-8ponaored,GBnq>us- 
use-only "canqnis cards' — debit, 
credit, or "smart' cards — further 
and more effectively contain fed- 
eral aid money , within this mo- 
nopoly. And the institutions play 
the game better than Parker Bros. 

Consequently, colleges and uni- 
versities more and more aiebecom- 

ldkn*Pmd de Btrnardo is a femyer fn 
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ing commercial conglomerates. 
Some simply exploit their tax-ex- 
empt status and their on-campus 
location as mr^ advantages over 
off-campus, private-sector busi- 
nesses. One consequence is a sub- 
stantial erosicm of die local tax base 
surrounding these seats of higher 
(Oeacning. Widi eadi passing se- 
mester, competition decreases. 

M^whife, dtese seats Inten- 
tianally and drastically multiply 
dwfe oornpefidve advaittages hw* 
ever they cuu For exanqrfe, many 
colleges and uni vers i ties refuse even 
to iribrase die list of professor-re- 
quired texdmiks to off-campus 
stores. Straight-faced, they cite 'oon- 
lidentiaiity' and 'privacy rights-' 
PethapsfiieClAshouldbecalledon 
to safeguard thesebook lists? . 

Democratic US. Senator Quis- 
lK^ierDoddrMendywioter'Ifcol- 

eqpenses continue to rise five 
percent a year, a family that has a 
di0d today ... must save almost 
$400 a month over die riext 18 years 
to finance four years <d private col- 
lege. For a public sdiool, they will 
have to save Aoiut $175.^ A mo- 
nopolisdc edubusiness cultuiehurts 
students first and foremost by rais- 
ing die college expenses Senator 
D^d referred to. 

There can be little doubt that 
full and fair competition would ben- 
efit students. A recent, detaUed, na- 
tional survey of student textbook 
costs at on-campus and ofi-campus 
bookstores found that textbook 
pri ce s for new and used textbooks 
atoompedngolFcainpussloxeswere 
piioed.an average 31 peroe h t lower 



CHARtorre 

than at on-campus stores. Presum- 
ably, prices are even higher at on- 
campus bookstores when there are 
no off-campus alternatives. 

What isat stake isa lotof money 
— taxpayers' money. The federal- . 
aid program for students at insdtu- 
donsofhigher learning involves $50 
billion annually for 9,000,000 stu- 
dents at 7,000 colleges and universi- 
ties. Thus, a mere one-percent sav- 
ings realized from more coir^ti- 
dem would, in dieaggregate,besub- 
standal — $500 million. 

Asbuslness-admifustrationpio- 
fessoxs tell dieir students about the 
evOs of monopolistic practices, dieir 
uraversity's administrators pracdoe 
die opposite of what they preach. 

In short, the DOE arid the edu- 
cational Institutions should notoon- 
dratef promote or permit any pdicy 
or process that unfeiriy protects the 
aiisdhitions' monopolies. In fact, the 
DOE shcntld require institutions to 
fadKtate and promote full oon^ed- 
tionon a level playing field and thus 
help students, who should be die 
true beneficiaries of its programs. . 

The fundamentals of these 
abiiseswiUnotdiang^widioutCoii- 
gressional acdon. It's time taxpay- 
ers^ students, parentsand smallbusl- 
nessescombine to urge Congress to 
end these abuses — and soon. One 
senior DOE policymaker told this 
writer: "We serve insdtudrais, not 
^udents.' Thisc^ot be whatCem- 
gress — or its constituents — want 

The bottom, line is that students 
should be getting more book for the 
buck. Let's stop the robbing frcmi 
the poor to give to the rich, a 
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Statement for the Record 

U.S. Senate Committee on Small Business 
Hearing held on September 24, 1 998 

David Longanecker, Assistant Secretary 
Office of Postsecondaiy Education 
U.S. Department of Education 

Submitted October 7, 1998 

The Administration is currently reviewing S.2490. which would generally prohibit postsecondary educational 
insUtutions from requiring students to purchase goods and services from on-campus businesses or otherwise 
favoring such business over off-campus businesses. Accordingly, the Administration does not have a position 
on the bill at this time. We note, however, that nothing in the Higher Education Act of 1965, or any of the 
Department of Education's regulations interpreting that Act, prohibits or discourages students from purchasing 
their books and supplies from off-campus businesses and that many students currently use Federal student aid 
funds for this purpose. We note further that the bill would appear to (1) raise serious questions about the 
appropriateness of the Federal role in relation to state and private student aid programs, and (2) expand 
oversight by the Department of Education to campus business practices, an area not currently subject to the 
Department's regulation and one that should remain subject to local control. 
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COLLEGE STUDENT PURCHASING FLEXIBILITY 
AND FREE CHOICE 

and in support of 

THE COLLEGE COSTS SAVINGS ACT OF 1998, S.2490 



LOUPOTS BOOKSTORES OF HOUSTON, INC. 



before the 
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UNITED STATES SENATE 
September 24, 1998 
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BAKER 

HOSTETLER LLP 

Counsellors at Law 



1000 Louisiana. Suite 2000 • Houston. Texas 77002-5009 ♦ (713) 751-1600 ♦ Fax (713) 751-1717 
Writers Direct No. (713) 646- 1 370 

September 21, 1998 

VIA FEDERAL EXPRESS 

Senate Small Business Committee 
Attn: Ms. Karen Ponvurick 
428A Russell Senate Office Building 
Washington, DC 20510 



Re: Loupots Bookstores of Houston, Inc, 

Dear Sirs and Madame: 

This firm represents Loujxits Bookstores of Houston, Inc. (“Loujxits”). This letter is 
written on behalf of Loujxits in supjxirt of Senate Bill 2490. Loujjots is one of hundreds, if not 
thousands, of independently owned and operated college bookstores that are being discriminated 
against in connection with the distribution of funds under the federal student financial aid 
programs. Loujxjts is very typical of most privately operated off-campus bookstores and has 
encountered great difficulties in the sale of college textbooks to financial aid students, to the 
detriment of these students and the financial aid programs in question. 

We have divided the following discussion into six topic areas for ease of reference as 



follows: 




A. 


A Typical College Bookstore Market 


B. 


Nature of Competitive Disadvantage 


C. 


Effect of the Lack of Competition on Students and Parents 


D. 


Res]x>nse of Colleges and Education Boards 


E. 


'Res)X)nses of U.S. Department of Education 


F. 


Conclusion 


A. A Typical College Bookstore Market 



Lou]x>ts owns and operates two bookstores and is engaged in selling college textbooks 
primarily to students of the Houston Community College System (“HCCS”)- HCCS provides 
college level courses to about 60,000 students a semester at 9 major campuses and approximately 
50 other campus locations in the Houston metro)x>litan area HCCS is larger that more 
community or junior colleges, but' its operations are typical of many community and junior 
colleges except that many of its campuses have a high pro]x>rtion of financial aid students. 



Clkvela.no. Ohio Ooujmbus. Ohx> Denvek. Colorado Long Beaol Caufqrnia Los Angeles. Caupornia Orlando. Florida Waskincton, D C 
(216)621-0200 (614)226*1641 (303)861-0600 (562)432-2827 (213)624-2400 (407)649-4000 (202)661-1500 
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HCCS has contracted with Barnes & Noble Bookstores, Inc. (“Barnes & Noble”) to be its on- 
campus bookstore provider pursuant to a Bookstore Leasing Contract pursuant to which Barnes 
& Noble pays HCCS an eight percent (8%) royalty (in lieu of rent) on all sales.; This is also 
typical of iriost colleges and universities. The majority of colleges and umversities contract out 
their bookstore operations to either Barnes & Noble or Folletts. Therefore, the problems faced 
by Loupots and. the problems faced by financial aid students at HCCS are typical of problems 
existing nationwide at other colleges and universities. Pursuant to its Bookstore Leasing 
Contract with HCCS, Bames & Noble maintain bookstores on premises provided by HCCS as 
well as on premises separately leased by Bames & Noble. Bames & Noble operates HCCS 
bookstores at nine (9) or more separate locations. Loupots owns and operates two (2) bookstores 
located just off two of the major HCCS campuses. These bookstores cater to the needs of HCCS 
students which represent almost all of their business. Loupots would operate stores near 
additional campus locations except for the fact that the high proportion of fiimncial aid students 
at other campus locations makes it impractical. There are no other competitors in the HCCS 
college bookstore market 

Pursuant to Section 19 of its Bookstore Leasing Contract, Barnes & Noble pays HCCS a 
percentage of gross sales. Section 13 of its Bookstore Leasing Contract provides ,that Bames & 
Noble shall operate as. an independent contractor . The Bookstore Leasing Contract also 
expressly provides that Bames & Noble has “the exclusive right to provide books and supplies to 
all students receiving grants through financial aid programs.” This is a typical contract 
arrangement between a college or university and either Bames & Noble or Folletts. Although 
Bames & Noble is provided lease space on HCCS premises under the Bookstore Leasing 
Contract (a fact Loupots emphatically does not object to and recognizes as a legitimate right 
granted to Bames & Noble by HCCS pursuant to a legitimate bid process), it is important to note 
that Bames & Noble is not an employee or agent of HCCS and is expressly designated as an 
independent contractor . 

B. Nature of Competitive Disadvantage 

The manner in which HCCS distributes information and vouchers with respect to 
financial aid students is typical of most colleges. The practical effect of their practices is to 
prevent finmicial aid students fix>m using rinaiicial aid flmds to purchase text books from any 
source other than the on-campus bookstores. 

HCCS maintains an “account” in the name of each student who receives grants or 
scholarships and deposits into that account any monies received from any grants or scholarship 
monies which the student may receive. The student then receives a periodic accounting of that 
money from HCCS. However, the grant and loan funds for any semester are either (1) not 
received by HCCS until several weeks or a month into the semester , or (2) not distributed by 
HCCS to the student until several weeks or a month into the semester. Obviously, no student can 
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be expected to wait several weeks or a month to purchase his or her text books. Prior to 
disbursement of financial aid funds, HCCS provides information regarding the , anticipated 
financial aid grants and loans to Barnes & Noble on a preferential basis. Therefore Barnes & 
Noble is able to immediately sell the books to the student on credit and has an understanding 
\vith HCCS that Barnes & Noble wdll be reimbursed, and is, in fact, subsequently reimbursed 
directly by HCCS for the books before the grant or loan money is distributed by HCCS to the 
financial aid students. In performing these functions, HCCS is providing information services, 

accounting services, and accounts receivable collection services to Barnes & Noble. 

However, HCCS through its attorney has expressly declined to provide the same financial 
aid information and services or direct reimbursement of financial aid funds to Loupots and h^ 
declined to make any effort to treat Barnes & Noble and Loupots equally. HCCS has advised 
Loupots that, pursuant to the Bookstore Leasing Contract, HCCS has granted to Barnes & Noble 
The exctoive righ t to provide books and supplies to all students receiving grants through 
financial aid programs.” This provision alone raises serious questions as to whether HCCS' is 
exercising its fiduciary responsibilities with respect to the student financial aid funds in an 
appropriate manner. HCCS does not have, under state or federal law with respect to such grants 
in aid, the right to use the grants for the direct benefit of Barnes & Noble or the indirect benefit 
of HCCS through its receipt of royalty payments. Nevertheless, the result of these business 
practices is that Loupot’s is effectively precluded from selling books to financial aid students. 

C. Effect of the Lack of Competition on Students and Parents. 

The practical effect of a lack of competition for the student is that it leads to monopoly 
type conditions. This is felt in a number of different ways. First, the fact that there is no 
competition for the book business of financial aid , students typically leads to a lower level of 
service and long waiting lines at the campus bookstore at the start of each semester. The vSlue 
of time lost IS difficult or impossible to measure. In many cases, those students not on financial 
aid are either given access to shorter lines or elect to take their business off-campus. Second, 
most students prefer lower cost used textbooks. Financial aid students are deprived of the 
opportunity to buy lower cost used textbooks since they can only access one vendor (the on- 
campus provider) and that vendor is often sold out of used books before financial aid vouchers 
^ issued. . There is also some indication that on-campus providers such as Barnes & Noble 
divert used books to locations where there are competitive off-campus bookstores. Since it is 
im^ssible to establish competitive off-campus stores on campuses where there is a high 
incidence of financial aid students, those campuses lose any access to used textbooks. Third the 
college bookstore market is one of the few markets where retail discounting does not exist’and 
lack of access to financial aid students is a primary reason. The on-campus store has a large 
portion of captive customers and there is no incremental value for the on-campus store to 
discount. The off-campus store typically can obtain a major , portion of the non-captive 
customers through better service and there is little or no incremental value to the off-campus 
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provider to discount. The net effect is that this is one of the few retail areas where fixed retail 
pricing still predominates. 

D. Response of Colleges and Education Boards. 

The response of HCCS is typical of local responses around the country and can be 
summarized as “unconcerned”. They do not appear to care >^ether the benefits of competition 
are extended to financial aid students. They have failed to address the issue despite repeated 
efforts to address the problem. In Texas, the practice has continued despite efforts of the Texas 
legislature to address the problem. This may be due, in part, to the financial incentives received 
by the colleges. Colleges collect substantial royalties from on-campus bookstore sales. Further, 
at state colleges, even though the royalties are paid for the use of college property and for 
“exclusive” access to book sales to financial aid students, the royalties earned are usually treated 
as “discretionary” funds which can be used by the chancellor for any discretionary purpose. 

E. Response of U;S. Department of Education. 

The response of the Department of Education (“DOE”) can also be summarized as 
“unconcerned”. They do not appear to care whether the benefits of competition are extended to 
financial aid students. In fact, the DOE has gone out of its way to continue the present system. 
Correspondence obtained from the DOE under the Freedom of Information Act indicates that the 
DOE has acknowledged that on-campus bookstores are not “affiliated” with a college or 
university for DOE purposes. However, the DOE has cited the privacy provisions of the Family 
Educational Rights and Privacy Act (“FERPA”) as requiring colleges to deny off-campus 
bookstores any access to student financial aid information and vouchers while, at the same time , 
permitting the use of financial aid information and vouchers by lessee-operated on-campus 
bookstores. This is despite the DOE’s acknowledgement tlmt such bookstores are not 
“affiliated” with the college or university for DOE purposes. 

F. Conclusion. 

The only practical way to increase bookstore competition and provide the benefits that 
competition brings is to permit active competition for the funds spent by financial aid students. 
The present financial aid system precludes competition and this must be changed. It seems that 
only Congress has the power and the ability to accomplish this result. 
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If you have any questions or comments concerning this matter, please do not hesitate to 
contact me at your convenience. 



Sincerely, 



Richard Yount 
of Baker & Hostetler LLP 
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